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ABSTBACT 

A study carried out by tbe American Association of 
Colleges of Podiatric Bedicine and tbe Acadeiy for Educational 
DeYelopaent: (1) examines and documents tbe fix^cial needs and 
prospects of colleges of pediatric,. ledicine; (2) analyzes tbe case 
fo£ and against a deferred cost of education plan for tbe colleges of 
podiatric sedicine; and^ <3} develops a funding plan and a course of 
a'ction.'Tbe proposed deferred cost of education tunding plan vould 
establish in advance an option for tbe O.S. Governient tb finance, to 
tbe extent deeied necessary in 'future periods, professional bealtb 
care services in underserved are^s. iben students are ready to 
practice, they also wQUld have tbe option of repaying the borrowed 
funds either in cash or in the service for which they have coiiitted 
themselves. Tbe expectation is that tbe aiount borrowed for education 
costs will be high enough to sake it worthwhile for wany students to 
provide tbe three years of future service for which they are 
contracted. (Author/K2) . - , . • 
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Dr. Daniel Whiteside 
Director, Bureau of 

Health Manpower 
Health Resources Administratdon 
Public Health Service 
5600 Fishers Lane, Room 11-05 
Rockville, Maryland 20852 



Dear Dr. Whiteside; * . ' . 

I am pleased to pres'ent to the Bureau of Healtli. Manpower the 
report entitled "A Deferred Cost of Education Plan for Pediatric ^ 
Medicine," prepared^ by the Academy for Educational Development as our 
subcontractor. • The report describes a proposed new 'plan. for financing 
the education of doctors of podiatric medicine, covering both the costs 
of the students and of operating the colleges. .This report represents 
the end product of a year long project which was sponsored by the 
Division of Associated Health Professions in your Bureau and was car- ' 
lied out under HRA contract number ^231-75-0202 . 

•he projec/lii^ved an in-de?th study by the Academy into past 
Went cobts of a meansNof findbcing podiatric medical, education 



V 

a'rLl the^prog^ts for~f inan'cing^thos^ costs in the future. .A substan- 
tial amount of ^information and statistical data were assembled, and 
various financing alternatives were explored. The plan which evg " 
from this study represents wWt we consider to be the mwt viab 
workable solution among all of the alternatives-ecnsidered. Th 
leges of podiatric medicine support the proposed plan and are p 

to take the nepessary actions for its implementation. Some of the i , 

^ steps in that direction have, in fact, already been taken. I ^ y 

.: The contract provided that 'the work of the Ac^emy be conducted 

"i- under the general supervision of an advisory panel appointed by our^ 

"A/- Association. . The panel wss responsible for a continuous review of the 
' progress of the study and for providing the Academy's Study tea* with 
« constant feedbaclc on the matei'^1 prepared. The names of th«^ panel 
nenbers and their' affiliations are.listed^in the front of this report. 
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Dr, D^aniel Whi|«side 
Pag^ two 
April 15, 1976 



The plan, developed as a result of this study for financing the 
education of students^of pouxatric medicine, has been discussed with . 
more than 100 person^ in addition to menAers of the advisory parrel. 
Included harve been: ^ 

• representatives of the offices of the Assistant 
Secretary for Health and the Assistant Secretary - . 
Planning and Evaluation, Department of Health, 
Education, and Welfare, who are involved in plan- 
ning support for the health professions; 

• staff members of congressional committees working 
on health manpower legislation; 

• representatives of a number of other. health profes- 
sions, including medicine, osteopathy, dentistry, 
optometry,, veterinary medicine, and pharmacy; and 

• persons involved broadly in the "problem of financing 
college education and perspns specifically concerned 
with the financial needs of college students who are 
covering all or a portion of their educational costs 
by borrowing under the provisions of federal or state 
student assistance programs. 

The int>ut provided by these persons has been of great assistance 
to us. We use this occasion to thank them publicly for the time and 
consideration they gave us and for the insights they provided. 

The plan proposed by the Academy is a practical approach to the 
problems of financing the colleges of pediatric medicine and their 
students ~ problems which, I am sure you know, are growing in both 
size and complexity. Furthermore, we believe the proposed plan 
deserves 'careful consideration as a viab^le approach t«r financing the 
education of students in other health professions. This outcome was 
not a mkre coincidence since, as specified by the contract, the study 
staff of the Academy kept in mind the ways in which the financing 
of other health professions education might also be served by the plan 
developed out of the^study. 
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Dr. Daniel Whiteside 
FSge three 
April 15, 1976 



We hope that the proposed plan can be Implemented for pediatric 
medicine without serious delay. We would welcome an opportunity to 
discuss strategies for action with you or jyour associates at any time 
at your convenience. 



Sincerely yours. 





Robert A. Heil 
Executive Director 
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April 15, 1976 



Mr- Robert A. Heil 

Executive Director ' 

American Associatijin of College's 

of "Pediatric Medicine 
20 Chevy Chase Circle, N.¥. 
Washington, D.C. 20015 



Dear Mr. Heil: . - 

S«me months ago you asked the Academy ^foi^ Educational Development 
to conduct a study for the American Association of Colleges of Podiatric 
^^icine, and to prepare a report which would develop and ctescribe In 
•as much detail^as possible a new plan for financing the cost of educat- 
ing students "enrolj^ed in schools of podiatric medicine. • 

In the early discussions* of this study, and in subsequent con- 
ferences,^ you asked the Academy to concentrate oiv providing a workable 
financing plan which would: » ^ ' 

t provide students with the funds required 
to cover the cost of tuition, room,, board > 
and books — while in school, an(i until ^he 
piriod of residency has been completed;^ and 

• takf carf* of the financial needs of the ^ 
various colleges for budget balancing next 
year and Ifl the years ahead, regar^ess of 
the government's position with respect to 
the future support of capit&tion pi^ograms. *' * 

The report we are transmitting with this letter pr^enttf such a 
financing plan. -The details have been discussed with you as the study 
progr.essed, of' cput'se, as well as with members of the P^el appointed 
by the Association! to monitor and kdvis.e on this project. 

' / A ^ . . ' 

During the coiirse of this study, the Academy staff consulted and 
conferred with administrative officers of the colleges, as well as 
with faculty members and students, and with numerous persons currently 
working bn the priAlems of financing college students and balancing 7 
college budgets. The staff also gathered a good dealof statistical 
and financial data on the operations of the various ctSileges^ and 
developed information Tased on surveys by thecollege^ of the 
indebtedness incurred by their students. ^ 
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Mr. Robert A. Heil 
•Page t%ro 
April 15, 1976 



THe staff found that much of the information needed; for this study- 
was not readily available and had to be assembled. Furtl;iermore, the , 
facts anS figures were not generally known, to many manbets of the col- 
leges' administrative staff* and faculty, nor the student^s, nor to the 
gover&nent officials working on health manpower planning or on the 
'problem of financing colleges educating persons for the health^pro- 
fessions. We have, therefore, included with this report a number of 
appendix sections which summarize the data assembled. 

The Academy's staff uses this occasion to acknowledge with thanks 
the assistance received from you and your associates, the smembers of 
the Advisory Panel, apd other college officials. While we] take full 
tesponsibility for the report and for the details of the proposed plan » 
much of the material presented in this dociiment has been developed, as 
you know, with the aid of the colleges". The report could not have been 
written without this assistance and we truly. appreciate the many hours 
of time given us by the many persons with whom we have been in contact 
since the study began. 

Sincerely yours; 

» 

' ACADEMY ;jfcR EDUOariO^AL DEVELOPMENT 

' . > Sidh^ G. Titfkton 

Executive Vice President and 
I Project^ Coordinator y 

William A. Kinder 
Assistant Secretary and 
. • Associate Study Director 
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The term "deferr^cost of education plan" is conmonly used to 
refer to the various\tfays of postponing payment by students unt;il after 
graduation of the expenses of obtaining a College, university, or pro- 
fessional education.. 

For the colleges of pediatric medicine, and as u^ed in this report, 
the term has a broader than usual meaning; that is, besides postponing 
payment by the student the plan must enable fhe colleges to: ^ 

• raise enough money from students to finance current 
ordinary education costs under inflationary , 
conclitions; ^ 

• raise enough money from students to m^ke needed 
'improvements in education. quality; and 

» • raise tuition enoligh^for students to cover a 

substantially larger percentage of ^expenditures 
than in the past. . ( 

' The objective of thi-s study was to develoj) a deferred cdst* of 
education plan which woul'd meet these criteria. The plan had to take 
\utp account and make adequate pr^rvisions, therefore, for such factors 
aa: * " , 

• the ability of the colleges to raise the total 
amount of money needed td caJrijy but their educa- 
tional missions adequately; ' * 

• the ability of the stude nts to pay substantially 
highet tuition and lHlft^'n f^om lender^ the funds 



needed to cover their costs; 

• the ability of the graduates to repay the amount 
of loans incurred; 

• the ability of th6 public to obtain ffom^ graduates ' 
•adequate pediatric medical services in underserved 
aifeas; and 

• the ability bf the U.S. Government to realize its 
objective* in expanding professional health care 
'services J ' ^ * ^ ^ ' 

The deferred corit of education plan proposed in this, report and 
the alternative plans described were designed to satisfy all of the 
criteria noCed. ' Each plan would work, well under a variety of fore- 
seeable circumstances: ' e ^ * 
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c.^^^ of the Report 



The purpose of this report is to: 

. present the plsn proposed for thi f inancitig of the 
cost of education, of students cnroUed in colleges 
of pediatric medicine; 

w supplement the plan with such operating details as 
necessary to cobvert the plan fro« a concept to a 
working reality; 

• support the plan with the statistical and other 
InforMtlon on need and cdet assenbled. during the 
course of the study that -ilght be helpful In iudg- 
Ing the feasibility of the plan; and 

• Indicate workable alternative courses of action which 
■ight be adopted If Congress should not take the 
actions necessary to i«ple.ent the plan as proposed. . 



In preparing this report, the study staff found* ^hat: 

• four years of podiatrlc .edldal education now cost 
the student about $35,000; 

• by 1980 the cost is expected to^ -ore than $60,000; 

• students can hardly finance the current level of cost 
and cannot be expected under present clrcumtances to 

ige the increased future coat; 



• the financial position of. the coUages is precarious, 
and their future financial requirements aaka uncer- 
tain the survival of pediatric medical education ^ 
without a new financing plan; 

• the colleges need to look increasingly tp 
to cover a larger proportion of the ria"*-^ 
of education; 

> . 

• tuition and fees have increased by 121 perfce^ in 
the past ftve'jeaxB and can be expected to mora than 
triple present levels by 1980; 

• tuition and ffeea now cover nearly half of the edu- 
cational exbendltures made by coUegia of podiatrlc 
■ediclne; and ' 




CHART A 



COST OF FOUR-YEAR PG^IATRIC MEDICAL EDUCATION 



, Cost to 4976 
Graduates - 



Cost to 1981 



Graduates 



By Year 



$35,197 





$19,015 



$16,560 



$14,340 



$12,470 



4th year 



3rd year 



' 2nd year 



Isc year 



By Expense Item 



$11,267 
$ 1,650 
$13,150 
$ 9,130 



Tuition and Fees 
Books and Equipment 
Rooa and Board 
Other Living Expenses 



3y Expense 1 




Tultloq 
and Fees 



Books and 
Equipment 



Rooa and 
Board 

Other Living 
Expenses 



EatiJMtea by the Aca4e|v study steff. 
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• Increases In revenue fro« sources of financing other 
than students will ^ be enough to alter significantly 

^ the projected IncreKs in charges to student. 

The staff concluded that: ^ 

• a^ev financing plan is needed for pediatric medical 
education; 

• the only viable possibility is a plan that looks to 
students to cover a greater t>art of the cost of 
education; 

• the only viable plan for students is one that permits 
a large portion of the cost to be deferred. 

In investigating how a deferred cost plan would work, the study 
staff found that the plan would have to: 

• provide enough money through tuition and fees to 
cover rising costs of education due to inflation 
and to permit the colleges to make the needed im- 
provements in the quality of their education progra^ 
and operate them on a sound financial basis ^- 

• be acceptable to the colleges, the students, and 
all the other parties who would be involved in the 
plan, such ^s lenders, guarantors, etc.; and 

' , • be effective In serving the interests and needs of 

the public and in satisfying public policy ^ 
objectives* • 

With regard to the provision of an adequate amount of money the 
stiKly staff ndted that: 

the colleges have^nad equate assets and resources to 
defer' receipt of tuition and fees from students with- 
out ^|brge inftipion of ^ funds to, finance current 
oper^lPns;/ 



the colleges will havfe to increase revenues from 
students from $7.2 million in ^976 to $28.0 mlUlon, 
in 1981. Unless this increase is made the amount 
involved would become unfunded education expenditures; ^ 

th^ aggregate cost of pediatric medical education 
/ill go ftom $14.7 ndllion per ye^r currently to 
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$A0 million per year within five years, a large part » 
. of which will have to be defeyred; 

• other than governmental organizations, the only, 
feasible source of such large aaounts of money for 
the students is private lending institutions; 

^ by 1980, the average amount ^^rt owed per student from 
lending institutions^ might be. expected to be $8,000 
to $10,000 per year for a total of $30,000 to $40,000 ^ 
over four years; 

< * 

• ^be total amount of Joans outstanding could easily 
1 reach $250 million within seven years and, if an 

\ exl^ended period of time were required for repayfl|ent 
of the loans, the amount needed would be even larger. 

In view of .the foregoing, the study staff concluded that the 
amounts would be so large as to make Federal Government help essential* 
While b€mks and otker landing institution^ could provide the funds, 
they would not be lik^^ to do so unless they felt the loans would be 
secure and profitable. 

The colleges could offer no collateral other than the deferred 
cost receivables from students, and the average student could secure 
loans only by a promise of future earnings potential. Thus, a 
federal guarantee^ is crucial to assure the level of confidence needed 
for lender^^o make available the amount of funds required^ 



With these factoids in mind, the study staff developed a plan 
which would permit: 



1) the colleg^ of podiatric medicine to achieve 
an important financial objective — that is, to 
provide a high quality education with less 
dependence on federal funding than in the past; 

2) the students of podiatric medicine also to achieve 
an important financial objective — thatr is, to be 
a par|y to a pechan^sm which will permit the 
financing of all or nearly all of the cost of a 
professional educatten in the health car^fleld 
without imposing an impossible cost burdra before 
the period of professional earnings begins; 

3) the ij.S. Government to achieve two Important 
obj^tives; that is: 

• jfto reduce the constant deatod" for more 
/federal funding from colleges training 



persons for professional work in health 
services; and . 

to insure the provision of more professional 
health c4re services within a few years in ^ 
heretofoi^ und^rserved areas. 



A summary of the^Def erred Cost of Education Plan proposed for 
the colleges of pediatric medicine and their students follows: 



1) 



2) 



3) 



4) 



5) 



Federal legislation would be enacted through which 
the U.S. Government would guarantee loans for 
pediatric medical students who contract to serve 
in underserved areas after graduation and residency. 

Every student enrolled in the first professionaf 
degree program (DPM) at a college of podiatric 
medicine would be entitled to borrow u'Mer the 
plan an amount equal. to (a) the tuitionland fees, 
(b) the cost of room, board, and books Tas deter- 
mined by the regiilations _lor the plan) , and (c) 
the accumulated interest and other borrowing costs 
accrued on previous loans for podiatric medical 
education. - ■ f 

The lender would be individual banks.br insurance 
companies or a-^epaYitely incorporated company, such 
as United- Si=udent.._Aid Funds, Jnc, acting as the 
agent for a group of banks, insurance companies, 
pension funds, etc., or. a separate ctftnpany with 
access to the capital mdrket^ s^cli as the Student 
Loan Marketing Assoc iat ion »«^„^ 

The amounts borrowed would be evidenced by notes 
signed by the student and guaranteed by the.U.S, 
Government- The notes youlifbear a r*t€ of interest 
that would make the loans competd^tive with other 
investment opportunities of -the 'lender (say, the. 
three-Jnonths tJ . S Treasury bill rate plus three 
perceiit) , flXus approijEIite charges for insurance 
and for servicing theUoans. 

The principal of the note plus the" accunulated \ 
interest, and other borrpwiiig costs would be - 
payable in three equal annual installments 
starting^ at t6e end of the first year after the 
student expects to ffepeive the DPM degree, ceases 
to be > full-time student, or completes an- 
accredited postgraduate education program Including 
residency. The duration of the repayment period 
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nay dave to be augmented if the opportunity to provide 
service In ileu o f cf ffh Xf^J^^^ Ss severely lljd.ted. 

The^ contratt with the for professional 

services would provide that for each consecutive year, 
up to three years? of full-tine professional podiatric 
service In a designated undersezyed area, the tgye ranent 
%iould pay one-third of the balance of the notes out- 
sttoding as of the date service begins plus Interest 
• and other borrowing charges. The mln jaum sef vRe 
conmitnent would be two years. ^ 

7) The loan agreement would be accompanied by a life and 
disability insurance 'policy, the face amount of \Aich 
would be equal to the outstanding loan balance Indud- 
* Ing accumulated Interest , ^ cost of Insurance^ and 
service fees. , 



8) Students would be entitled to pay off the notes. 
Including the accuiaulated charges aud^ntereat, -In 
cash if they did not wish to or could not provide 

^services in an under served area as Required ^y"^e 
contract. 

9) Congress could also choose to authorize the Federal 
Government^ to repay loans for other public service 
work by -graduates such as service in ACTION, the ^ 

' ^ Peace Corps, VISTA*, the National Health Setvice Corps, 

or active military service. ^ * 

10) Congress-nalso^-eeuld provide for the Federal Gov^rmment 
to repay loans of students under cend;ltionf^_gf extreme 
hardship (such as a atudent from a low-incoae or 
disadvantaged family who failed to complete the 
' podiatric me^dical education program, was In exceptionally 

^ ^ needy ^irircumstances, and could not be expe ct e d to resume 
' ■'study within three years). 

* » The Deferred Cost of Education Plan /ot students of podiatric 
fi^iclne proposed In this report is' designed to overcome in a 
s<;ralghtforward and direct manner the deficiencies qf past student 
aid» student loan, or college assistance plans. Under the plan * 
proposed In this report: * 

1) All 8tudent;s, whether ne^edy or no't, could borrow all 
* , or neatly all of the cost of their education i^rom a 
private lender in thif form of a govammint ^arantecd 
loan ^ in return for sign ing a c on tract with the 
government to provide three consecutive year» df 
. full-time i>rofesslonal 'patient care service in an 
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' under served area after graduation and residency. 

2) The colleges of podiatric medicine could charge an 

' amount for tuition and fees adequate to operate the 
* institutions at higher levels of quality with less 
dependence on federal funding than in the past. 

3) The U.S. Government could contract with the students 
to provide podiatric medical services in underserved 
areas efter graduation and residency; and, to the 
extent it wished, repay the loans of students in* 
return for the services as they are rendered. 

Student ^id plans in the past have not fully succeeded* in meeting 
goals such as the foregoing because they have failed to: 

«* , 

1) provide enougH money to meet the ^nancial require- 
ments of the institutions, or even of students who 
could prove acute financial needi = ♦ 

- 2) establlplh an adequate quid pro quo for the provision 
of professional health cai:e services in underseryed 
areas; Sad 

t * 

3) make clear the philosophy behind the government s 
financial support policies and .the extent to which 
they are desired to help (a) colleges provide better 
education programs; (b) 4tudents obtain costly pro- ^ 
fessional training; or (c) the people, especially 
in underserved areas, to obtain increased health 
care services. 

Forgiveness or repayment provisions of current loan progrMis for 
the health professions have not worked well because the amounrbf 
loans ,tWt would be repaid by the government has been too low to be 
•effective in perstiading graduates to set up practice in underserved 



areas. 



The result of programs th operation at present * ' 
* speak for themselves. They hay^ provided only 
a small fraction of the service hopped for in- / 
response ^o the provi^ons for repayment of 
* ' loans by the governm^. 

Under the plan proposed in this report, the amounts bprrowed to 
meet education costs in the future (Including interest, insurance, and 
service charges) are expected to be high enough to be an Incentive for 
most students to provide the three years of future service under the 
contract* Nevertheless, if the Bipd^unts due do not tu^ out to be high 
in relation to the ijanedlate earnings potential In tlie^years after 
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residency, students could arrange to pay the loans in cash, and the 
government would have incurred no cost for the education involved. ^ 



In effect, the plan pr&posed in^is report wpuld establish in 
advance an option for the U.S> Government to finance to the ext^t 
deemed necessary in future periods, professional health care services 
In underserved areas. When students. are ready to practice, they also 
would have the option of repaying the borrowed funds either in^/cash 
or in the service for which they have committed themselves. ^ ^ 

Four alternative deferred cost of edtfcation plans were considered 
by the study staff and determined to lie viable if the plan^described - 
above were not implemented: 

Alternative Plan #1: would establish a College Security Fund with a , 
private guarantor organization (such as United Student Aid Funds, 
Inc;) financed'wlth funds appropriated by the Federal Government. TWe 
College Security Fund would then becope the financial base on which 
to secure from lending institutions as much as ten times the amount 
of the fund in student loans. If the Federal Government appropriated 
$7 million dollars over five years for the Security Fund in lieu of ^ 
capitation grants, some $70 million in student lending would become 
available. 

Alternative Plan #2: would establish the College Security Fund, as 
in Alternative Plan #1, with contributions from private donors, 
foundations, state governments, and funds from the internal operations 
of the colleges; otherwise, the provisions of the plan would be 
virtually the same. 

Alternative Plan #3: would amend the provisions of the Guaranteed 
Student Loan Program as it affects students in the health profes- 
sions by: (D raising the borrowing limtt to $25,00b (from the 
$10,000 now existing which includes loans injdurred *f rom undergraduate 
educatidn); (2) raising the maximum rate of, interest chargeable to 
students from seven percent to eight percent; (3) increasing the 
special allowance paid by the U.S. Treasury as^a partial interest » 
subsidy on the loans from a maximum of three percent to four percent; 
and (4) extending the grace period to three years (from the existing 
one year after the borrower ceases to be a full-time student) in 
order to allow enough timie for Residency training and establishing 
practice. • 

Alternative Plan H: would expand the eKisting Health Professions 
Student Loan Program by: (1) raising the borrowing limit to « maximum 
of $7,000 per academic year, or the amount of financial need, 
whichever is Ifess; (2) liberalizing substantially the n««d8 formula; 
(3) increasing the grace period until thjee years after graduation . 
or the student ceases to be enrolled full'-time;. and (4) establishing 
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the profcam as an entitlement to be funded each year in the aggregate 
•inount nece^ssary to cover the loan requirements of all the students 
.according to their neejfs as determined by the needs analysis formula. 

* -J imf of these four alteifnatives co^;id serve as a major step 
toward, soiv^dg tfie problems of financing podiatric medical education; 
however, each alternative plan has significant disadvantages. The 
Plan proposed by the Association, the Panel, and the study staff would 
provide a better and mor.e effective solution to the, financing problems 
of theTcolleges and the students, would effectively address a number 
of health care issues, and is, therefore, recommended for adoption. 



A- 




Introductlbn 



/ 

f 



This study has been carried out by the Aj^erican" Association of 
CoUeges of Podiatric Medicine with the Academy for Educational 
Development jicting as technical and professional subconrf^tactor under . 
the terms of cbntract 231-75-0202 with the/Health Resources Administra- 
tion of the Department of Health, Education/ and Welfare, which required 
the. contractor to: . ' ' . 

1) examine and document the financial needs and 
pro spec ts.'o'f the colleges of podiatri<; medicine; 

2) analyze the case fbr and against a deferred cost 

of education plan f o^ the 'c^llege^ of podiatric ^ • 

medicine; and ^ ^ / 

3) develop a funding plan and a coiirse of action. 



*Thls report summarizes the results of the year long study, all of 
the activities of which were carried on under the direction, of an 
advisory panel established by the Association as required J)y the contract 

Chapter I sunmiarizes the financial n^eds and prospect^ of the ' 
colleges of podiatric "medicine. Chapter ll discusses the case for. and 
against a deferred cost of education plan. Chafpter III describes the 
proposed funding plan. Chapter IV describes a number pf alternative 
plans which could be considered in the event the necessary legislation 
for the furiding plan proposed by the Association and the Academy was 
not enacted by Congress. 

- Durini the course <\f the study, fhe Academy's staff assembled and 
' analyzied a| good deal of information bearing upon the colleges ot 
podiattic medicine and the students enrolled in these colleges. Much, 
of the information is included in the' final section of the report which 
consists of a series of appendices. 

Mkdway during t^he study, the Health Subcommittee of the. Senate - 
Committee on Labor and Public Welfare held hearings on new health 
manpower legislation. The Administration made a numbier-of proposals 
to the Subcommittee with respect to the future directions that n^w 
legislation might take. , The Association was invited to testify before 
the Senate Subcommittee,^ to meet with representatives of the'Adiinistra- 
t ion to discuss the focus of the study, and to describe the plans set 
forth in this report. • . , 



I. The Financial N^eds and Prospects of 
/ ^he College^f Pediatric Medicine 

/ 

This chapter outlines/the financial needs and prospects of (a) the 
colleges of^ pediatric Medicine and (b) the students at these colleges. 
The text utilizes, some /f the statistical and financial data and other 
information gathered*y the ^tudy staff^to document the financial sit.ua- 
tlon of the colleges and the students and to assess the need for a new 
financing plan. Some of the data are dMfribed at greater length and ^. 
are qualified, wheiiLiecessary, by appropriate footnotes in . the appendix 

, Briefly, the dafi gathered for the study showed that withjyspect 
to the ftve private colleges of pediatric mediq^inez - ^ , . 

1) The eperating budgets have grown substantially in 
recent years and in the aggregate are up by 183 
percent since 1970. - , 

Three main reasons for this bul^get grbwth were: 

a) inflation, wliich, of course, has affected 
all colleges and universities; / 

an Increase , in the number of stuc^ents enrblled^ 
pr/matily in response to the U.S^. Government 
p/licies of expanding training in the heal^l/ 
Tofessions and of increasing /opportunities 
the disadvantaged for higher education in 
health- professions; and/ 

.ncrease in the quality of educatidn provided 
^he colleges, d^^and^ by the professional 

iting agenci«is to an extent which has in ^ 
yeats radically altered training for 
medicine and increased substantially 
,sional competence of ^new practitioners. 

As the expenditure budgets rose, each df the five colleges 
proceeded to increase tuition and fees. T^e increases 
were substantial, as might have been expected, bringing 
the average total charges to each student up from 
;app?roximately $1,366 in 1970 to $3,014 in 1975, an ; 
\ncreAse of 121 percent in five years. 

In the judj^tit of tfie officials of the colleges and 
ef the "studettts* these. tuition and fee increases were . 
about ail that the;' students could manage in a five- ^ 
yeaf- period. For many students the increases. were/ 
a difficult butden at^d could ^e f inaticed only .by 






5) 



6) 



Increasing the amount of bor^rowingf from all available 
sources Includ^g the Guaranreed Student Loan ?i;ogra« 
a^ the Health/Professions sltudentFLoan Pcpgraa 
tabllihed at tme colleges by, the uls* Govemaent] 



Each of jthe dblleges also 
funds froa sources other tl 
the private ifctor these efl 
^tantiali aafltints. tfess ths 
cfeerati|i5 bAdgets of the f i^ 
past fivi Mfears has come frt 



tried to i:aise operating 
tuition and fees. In 
Drts did not produce sub- 
one percent of the 
colleges during the 
private contributions. 



The colleges i^eli^ on a substantial volume of funds 
from the U.S. /|Gov6mnent tof balance th^ir budgets/ 
These fun^s^ic^e in the fofm of capitation grants, 
special l^prcfreaent grants, finanfclal distress grants, 
college work-study funds, scholarship funds, capital 
plant improvements grants, etc. The total amount of 
federal ^s$istance to the five private colleges for 
operating purposes ranged between $2 million 4and 
$4.37 million a year over the past five years, aftd 
reptesen:ed 15 percent to 40 percent of their 
annual operating budgets. 



7) The net 



• with 



• vtth 



iesul;>H)f all the factors that have affected 
the finances >of the five colleges since 1970 — that 
iSy increased tuji^ion and tees^ more students^ te- 
erased expenditures, and increased government • 
funding — is thit the colleges foiTnd themselves at 
the begjjDQlng 6f 19^6; . • 



aD 



»X For 



the 



cash reserves; and 



neeA to Weet every current expenditure 
in a bky-aft-you-go basis. • 

.Ve colleges, this ^ans that by 1980: 



If thi expencliture trend follows the 
pfttt«::T] of the past five years and U.S. 
GbvernaBnt grants are about the same per 
;udat as-iit?1975, tuition aiKKfees will 
iVe tot^ise by no less than 232 percMt (Projection A); 



the 
__ the 
gijants 
ofl Healt 
tuition mxA fe 
than 298 perc 



enditure trend follows the pattern 
St five y^rs and U.S. Government 
e di^<)nt|Lnued, as the Secretary 
Education, and Welfare has proposed, 
*rlll*have to rise by no less* 
(Projection B) • 
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TUITION AND FEES AT 
GE'S OF PODIATRIC MEDLINE 
• 1970^10 1^80 \ 



V 



Average Amouot 

. $io,c(oo 



S12,O«0 



$3,014 



V 



$1,366 J 



■/ 



^ 1970 



1975 



r 



1980 
Projection A 



1980 
Projection B 




/ 

9) These rises in tuition and fees would average 40 
\ to 50 percent a year for five years » an absolutely 

\ unheard of rate of increase compared with the past* 

This, however, is the situation faced by the college^* 

The data gathered for fhe study also showed that with respect 
to students: ' , • . 

.1) Four years' of podiatric medical education now cost 
each student about $35,000, including tuition, fees, 
books, roo«t :board, and other living expenses. 

2) By 1980 the cost of podiatric medical education per 
student is expected to *be no less than $60,000. 

3) Students can barely max^ge to finance the current 
level of costs with present sources of funding* 
including borrowing und^ the Health Professions 
Student Loan Program. 

4) Students are not going to be able to finance future 

higher cost^ of educatipn within present sources « 
of funds. j 

5) The funds required cannot l>e expected to come from 
pre-existing assejts or frcMi current assets or 
earnings. These Sources have already been committed 
to meet present ccjst levels 7 

After gathering and a^lyzlng the data* the study staff examined, 
all existing possibilities for financing the cost of podiatric medica]^ ^ 
education which would meet the needs of the students and the colleges. 
Th? staff IMd conferences *on the subject with students, college ad- 
ministrators, members of the profession, government officlals» and » 
banking executives. All agreed thkt a deferred cost of education plan, 
irtitth would offer a workable means of solving the financial requirements 
of the colleges and the Jtudents, is needed* The conclusion of this 
study is that there seem^ to be no other way* 

F'urther CoMents 

The staff carried on the study of th^ colleges of podiatrid\. I 
medicine and their students between March and December 1975. The | 
principal -conclusion arrived- at was that a new financing pla|^ is . / 
nee<^ed because the rapidly rising costs of podiatric medical; educatio^ 
of ^ceptable quality no longer could be financed by exiartit^g financ^g 
programs. ^ ' 



While a Similar conclusion might hold also for education in other 
health professions, the observation is particularly critical in podiatric 



Mdlclne because <a) the college* of podlatrlc sedlclne are private, 
free-standing Institutions*; (b) costs are rising at' a faster rate 
than In other health professions due to the nore rapidly l^rovlng 
qusllty of podlatric aedical education; (c) students of podlatrlc 
■edlclne currently bear a auch greater portion of ;the cost of their 
education than do other health professionals; (d) the colleges of 
podlatrlA aediclne always hare received a substantially lower Iji^vel 
of capitation than have colleges of •edlclne, dentistry, osteopathic 
aedlclne, and veterinary medicine, and the Adolnistration would even 
phase out this support; (e) the level of state support has been auch 
lower than for other health professions education; and (f) no signi- 
ficant^ aaount of research funds has been available to colleges of 
pediatric aedlclne. 

D«ispite' this situation, the five private colleges 1>f pediatric 
medicine have managed to double their enrollment la Ju^t slat years 
and at the same time to make substantial laprovaments In Xbk quality 
of their education programs. Hevertheleas, the current need* and tb* 
needs tor the future of the coUeges of podlatric medicine and. their 
studenis are great. The demand for podlatric medical education is 
high because the demand for podlatric medical services is not being 
met ade<iuately. Students have iianaged to finance the costs of >thelr 
podlatric medical education (which have nearly do^tbled In elfht- 
years) but they now are having a hard time doln^sp and cannot be 
expected to manage th^r^creased costs la pr«spact for the future. 

The data In this chapter provide a brief overview of the situation. • 
The tables "have been abbreviated wherever possible to present the 
data simply and directly. This was done for tfie convenience of the 
reader and to av0ld either understating or overstating the conclusions 
drawn from the data. Further details, including information gathtted . 
by the staff speclflcaUy for this study, are in the Append!^. 

fhe colieges of podlatric medicine 

For a number of years, all the doctors of podlatric medicine In 
this country have been supplied by five private, free-standing colleges 
of podlatric medicine. These Institutions are: 

^^■^ Location 

- O • 

California College of Podlatric Medicine San Francisco, California 
XUinols College of Podlatric Medicine Chicago, Illlnoia 

Hew York College of Podlatric Medicine »ew York, Tork 

Ohio CoUege\f Podlatric Medicine Cleveland, Ohio 

PennsylvanlEa Cbllege of Podlatric Medicine Phlledelphla, Pennsylvania 
/. 

/ 

One stJce-supported school began operations in the fall 6f 1975 but 
due tojstate budget constraints the. school was retrenched (phased 
out), fi decision now being contes^ted in^ court. 
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At the tine this study was"* being cairrled out» discussions on {and 
planning lor the opening of additional nev colleges of podlatrlc aedlclne 
had been going on for some years. The ^oposed nev School of Podlatrlc 
Medicine In the Health Sciences Center^ State University of New York' 
at Stony Brook, did, in fact, admit its first class in the fall of 1975 
but due to state budget constraints the <k)venior Issued an order denying 
matriculation for students already admitted to the SchooI*s first class. 



Subsequent litigation has permitted the 
during the 1975-76 academic year, the 
now uncertain. 



School to continue operatipns, 
continuation of the school is 



Vhile the study staff notes that additional nev colleges of / 
podlatrlc medicine may begin operations v^^Un the next fev years! the 
data presented in^'*thia..^pott riepresent only the existing five private 
colleges. If new colleges do become operational diiring the next ifev 
years ^e number of students; and faculty an4 the amount of funds *ix^ 
volved are not llkely/to be \wr$e enough tip significantly alter the>' 
dfiitaf presented In this report. 



Missions and programs ' : » : : * 

The principal missions' oF the co^eges of ^ poil|atric 
t€fblldiji^? -'f J/ 



medicine^ 



th€ 



\i) 



education of 
first inrofesc 
Miediclne)i, 




podlatrlc medical student to the 
1 degree <Doctor of Pediatric 



sion'of advanced degree proj^ams; 



/ 



prtrrisioA of cpntlpuing education for v 
pra(!it;lt loners; ,^ r 



A) 



5) 



research in the advancement of ]kiEUwl6dte la. 
podlatrlc medicine (a mission that has largely 
be^ long neglected dne to lack ^ money); and 

provision of coimminlty service (this mission, 
too, needs to be greatly ei|:pand6dy. 



The fulfillment of each misjsion in pfbf^er proportion Is essen- 
tial in the years ahead. > 

Education at the colleges/ of ppdiatric medicine consists 
of t^ Doctor of Podlatrlc Meolcine (DPM) degree pro-am. A 
portion of the gradu|ites continue im 'p6stgra4uate vork.~ in x 
and advanced degree^ programs. \ 

Continaing education programs are also offered^ mainly i|( short 
seminar type^ sessions. These programs are expected to grow substan-' 
tially in the years ahead as the states increasingly legislate 
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relicensurf require«uta to include certif ictidd o/perlpd^ con- 
tinuing education aiyi refresher training prog5^.^ * 

One- and two-yeAr programs for training podiatrTc ^^^J;^'^"^; JJ^ 
technSlans are being developed and. in fact, one progr«» has already 
begun yinthe exlating colleges of pediatric m$*iclne 

En^llment in PPM prdgram 

The nuaber ofjit^d^w"enrolled,-ln the DPM program has grown 
rapidly^jifi»rira^i»8 ^ y^^^ ^ the following table: 

Table 1 

Total Enrollment the Doctor of Pediatric Medicine 
Programs (DPM/Degree)^ of the Five Colleges of Pediatric Medicine 



i 









Fall Session: 1969-1975 


t 






. Acadeaic 
1 Year 


, r m ' 

Stimber of Full-tine 
Students Enrolled 


Percentage Increase" 
Since 1969-70 






\ 1^69-70 


1,089 





1970- 71 

1971- 72 

1972- 73 

1973- 74 

1974- 75 

1975- 76 



1,129, 
1,267 
1,394 
1,635 
1,836'" 
. ;2,059 



4 

16 
28 

.50- 
69 
89 



' Source: Report* by the cplleges'to the Academy study staff, July 1975. 

The colleges haye undertaken varieua meAsurea to expand their 
capacity to Wdle moA students and enrollments have been maintained 
at^liim <4pactEiII^ dewnd for podUtrlc i-dical education is 
viar^(abour?hrS%li«5pres f«« each one admitted) In spite of the 
high and-fi^idly rising cost because' of 

• the growing demand for pojU^tric-^rvices and 
the shortages of podiatristr vlxtually everywhere; 



ERIC 



8Z 




• the vast laproveaent in the qualltjr of pckllAtrlc 
education prograas^ 



Ileal 



• the grafting 4spot:tance of pediatric medicine In health 
care delivery; 

• the high earning' potential of future podiatrists. 



Participation In residency programs 

Graduates with DPM degrees are going Increasingly Into residency 
progranr prior to practice. The nuaber of residency prograas avail- 
able to the graduates of pediatric aedlcal college* has increased 
substantially In recen.t years. In the acadealc year 197 W5, ^bout 
190 graduates were coaple/tlng residency progrnfc In general bc^ltals, 
general clinics, pediatric clinics, and th^Icdilege clinics. Apprexi- 
aately 168 of the residencies were flrst*(year positions — equivalent 
to more than 50 percent of the graduates 6t the class of 1974. 

The Dumber of residency positions in pediatric medicine by 
category of medical institutions is shown in the follovlng table: 

Table 2 

Approved Pediatric Medicine 
t , Residency Programs 



Academic Tear 1974-75 



Category 


First Tear 


Second Tear 


Third 


Tear 


Total 




-# — ' 











General hospitals 


134 


14 


2 


150 


General clinics 






« 


1 


Pediatric clinics 








• 9 


* 

College pllnlcs 




_i 




30 


Total \ 




20 ' 


2 


190 


Source: Council on B 

# . # 


odlatry Education, 


Aaerlcan Podiatry Asaoclatloii, 
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During the piat five years the nunber of firstrye-r residency • 
positions has «>r7than doubled. For example, in ^^^V^TlSt'to^he 246 
i969-70, only 65 first-year residency progra«8 were aVaiUU^ to the 246 
graLtU of th\ colleges. A large part of those residency P^grams 
was kn the cliniks of the colleges. Since 1970 the number of resident 
5ji/tions in general at hospitals and clinics has increased substan- 
tially. ; ' , 

The number of residency. posit ions availably is still not adequate 
to fill the needs of graduating podiatrists. The colleges and ^ers 
of the profession are continuing thiir efforts to expand the n^aber of 
residency programs. During the next several years thejiunber i6 
expected to increase substantially t;o keep pace with the growing number 
of graduates. By 1980 at least 60 percent of the graduates are ex- 
pected to undertake a first-year residency. ' 



Education expenditures 



/ 



The colleges of pediatric Utedicine have experienced rising 
expenditures for a number of years a» a result of the 
improve and expand their professional teaching programs, (b) increase 
and improve the teachltt£ and clinical facilities available ^^^^^^^^^ 
and patients, and (c) m.>et the costs of inflation. Net exp^dltures 
per student for podiatr:,c medical education at th^Ti^e Private 
colleges have risen by XI percent since the academic year 1969-70, 
as shown in the table t\at follows: 

Table 3 

Average 1 et Expenditures Per Student by 
The Fi^e|Colleges of Pediatric Medicine 

1970 - 1975 



Academic 
Year 



Net Expenditure 
Per Student 



Percentage Increase 
Since 1969-70 



1969- 70 

1970- 71 

1971- 72 

1972- 73 

1973- 74 

1974- 75 



$3,401 
4,060 
4,280 
4,800 
4,930 
6,3^ 



19 
26 
41 
43 
87 



Source:" . Reports by the colleg es to the Academy study statt, July 1975. 

Note- -^et expenditures per student" is the mea^ire of education 
' ' ^ cStsTecooBBided ^y the Institute of Medicine of ^lie Natiimal 
A^tSL^ or^ences'and is esti«.ted bj -J^^f '^Jf J^^'J^^^ 
search and .patient care income from total Inatltutional ex-. 
Teniitures and dividing by the^ number otatudenta. 



34 
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^ Despite these Increases, exp^ifltures pey student at the flve^ 
colleges of podiattlc medicine are not yet comparable to thos^e in other 
hei^lth professions. Net expenditures per Student were less-than half 
the amount sptot by mediesl scfioors^iii 1972-73. Although colorable 
data year-by-year are not available, a cOTipariscm of the data that do 
^ist em institutional expenditures for podlatric medicine and thos 
of other health professions-Is in the following table:.-— ^ 



>se 



Table 4 



Average Net Expenditures Per Student by Education 
Institution s in Selected Health Professions 



1970 - 1975 



' Academic . 
• Ye 



Medicine 



Osteopathic 
Medicine 



Dentistry 



PodiatrlG 
Medicine 



1970- 71 

1971- 72 

1972- 73 

1973- 74 
1974^74^ 



n.a. 
n.a. 
n.a. 
$9,700 
n.a. 
n.a. 



• n.a. 
n.a. 



n.a. 



n«a. 



n.a. 



$3,401 
4,060, 



$7,000 
n.a.^ 
n.%. 



$7,400 

/ 



n.a. 



n.a. 



-^4,280 
4,800* 
4,93Cf* 

^6,362 



Source: Costs of Education in the H^lth Professions > Institute of 
Medicine, National Academy of Sciences, January 1974; and 
reports by the colleges of podlatric medicJi^.tQ the Academy' 
study staff, July 1975. ' / 

Note: Comparable data on expenditures ;8Cu|^ent by e ducati onal 
institutions in various health prof isissAns are available 
only for the one year included in the Institute of Medicine 
report. 



* This figure, based *on data from all tha five cplleges, differs 
slightly f^om the $ 4, 900* reported in the Institute of Medlcjlne 
study, whose sample survey included only thre^ of the colleges 
of podiatrib medicine. ^ 
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Colleges of p^iatric medicine are ^ected to continue to increase 
education qualitj> Expenditures per studeilt are expect^to gr'oy to a 
level coaiaeix«Jwe %rlth other health professions and in ?toportion| to 
the increasing scope of practice of podiatrists. Because this scojpe 
of practice la similar to that of' the other major health professions, 
the costs of education_are expected to he comparable. * t- 

Specialists in podiatric medical education estimate that the 
appropriate level of quality would cost twice as much as the actual 
expenditures per student at the colleges. A comparison of actual 
expenditures with a "constructed cost"* of podiatric medical education 
(as calculated in 1973 by FORE Consultants, a Washington, D.C. consulting 
firm) is presented in the following table: 

Table 5 



Average Expenditures Per\,§tudent For. 
^diatric Medical Education Compered With 
. Thos^ Developed As Constructed Cost* 



1*973 - 1975 







-1 


1 

Constructed Cost* 


Percentage Increase 




Actual Net 




Per Student 


to Bring Actual 


Academic 


Expenditures 




(Excluding Physical 


Expenditures to 


Year 


Per Student 




Facilities) 


Constructed Cost* 

* 


1972-73 


$4,800 


^ ^^>t6,7'00 


123X 

• 


1974-75 J 


6,362 


12,840** 

• 


102 



Source: 



of Colleges of Podiatxic Medicine, Novemher 1973; and reports 
by the colleges to the Academy <tud/ staff , July 1975. 

The constructed cost of podiatric medical education was calculated 
in 1973 equivalent pollers as the amount that would be needed to 
provide stud&its with the highest quality podiatric medical educa- 
tion required by a nodem society. ConstrUtted cost is an ideal, 
a goal, a level of excellence to be strived for. For further 
details, see the full text of the abpve^mentioned report. - 




ted for Inflation (20 percent ^ver the two years) . 
Charges to* stfudents ^ ^ . '* . 

the rise tn education expenditures has been accompanied by a 
igher. than proportionate increase in thfe amount of tuition and fees 



30 
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r 



els 



charged to students. Whild| ex^enditiwres per studerit increased JB7 perc****- 
between 1970 and 1975, the Ust of tuition and feed iricreased 121 percent 
durihg the same period as shown in the following table: 

Table 6 . * 



Average 



At Collegjes of 



1 



jand Fee 
Podiatr 



Academic 
Year 



ion 

8 0 

1970 4- 1975 



/>er .Studei^': 
f^c Medicine • 



Average* Tuition and 
Fees Per ^tudent 
(4-yeaf Basis), ^ 



1969-70 


• $l,36fr'^ 


1970-71 


1,62* ' 


1971-72 


1,921' 


1972-73 


, 2,275 


1973-74 


* 2,628 


1974-75 


»3,014 



4 I 



. Perqeiitage 
^ Increase Since^ 
' .r969/-70 



Academ\ 



19 
41 

, 66 
92 

12l" 



Source: Reports by, the colleges to the Acadefay study staff, July 1975. 
Projected expenditures and tuition 

It is clear that a iubstantial rise^ in education expenditures per 
studerft can be expected in tfie\ foreseeable future due to (a) inflation 
and (b) the need to further improve the quality of the education programs. 
Neither factor can be ignOted. 

• The first, factor i^ unavoidable* either by schools of 
podiatric medicine or by othei; educational institutions. 

. ' . • • . - r 

• The second factor is also unavoidable if the^ future 
well-being of -the\public, the colleges of podiatric. 
medicine, and of the profession itself is to be assured. 

Expenditures per student for podiatric medical educjation will 
continue to move upward rapidlyWring the years ahead, not as fast 
as required to me^ "constructed\ cost," but faster certainly than the 
rate of inflation. ^ 



I 
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lie amount of tuition and fee^ charged th student, will continue 
to rial faster rate Chan expeiidltures because Increases In funds 

i^oi X sources (federal capitation grants* private f-;/^^ ;> 

no5 Ukely to be great (see AppettdU B) . Even with 
■ in f~4s fr^ other sources; a dramatic rise In the cost of tuition and 
f«e.s td the student. Is nevertheless In prospect. , , , \ ' " 

^ . AS shown m the foliowlng projection, P-^^lf ' ^.f^l^X^^ 
expenditures per student can be expected to n*arl1^^doubaV;lnJ:he next 
sS^ars whUe the average amount of "tuition an^^ees jler stud|ent Is 
' likely, to njore than, triple. 
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Table 7 , 

Net Expenditures Per Student and 
Fees Charged Per Studeht by Colleges 
of Pediatric Medicine 

1975 Projected to 1981 



Academic 
Year 


Net E3oi)endltures Per Student 
/by the Colleges 


Average 1 
Pt 


ruitlon aiid Fees 
Br Student • 


^ 1 ■ 

Amount 


Percentage Increase 
Over 1974-75 


Atno\mte' 


• 

Percentage Increase 
Over 1974-75 









Actual 




Notf : 
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Estimates by the Academy study staff, Decembei 
reoOTts submitted by the colleges and on the as.mptlons pre- 
n«S by ?he staff (see Appendix A). Projection A assumes th.t 
5 S Gove^nLnt grants will be about the; same per student as In 
;;75 r^^ctlon B'assunes these grantsiwiU be discontinued 
a! p;opo8el bV the Secretary of Health, kduc.tlon, and Welfare. 

T« ^<pw of thi current pressure on Congress to reduce rather 
tLn Increase substantially the outlays for financial support 
Pfwth professions education. Iticreased capitation appears 
to be uncertain. " ^ ^ 
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The projectibns are quite reasonable when it is noted that the 
colleges can be expected during the next few years to: 

^ / 

• bring new facilities into operation; ^ 



•^:oi 



ontinue^ to replace the amount of contributed 



rvlces now provided 
idding more full-time 
^staffs, particularly 



by part-tiifte personnel by 
faculty^o their teaching 
~ clinical areas; 



# increase faculty salai i 
those of medical school 
to incpmes possible ^ft|om 



• decrease the teaching 
members; ; / 

• increase the amount of 
the profession; 



V 



closer to parity with 
faculties and in relation 
private practice^ 



,Load&vof full-time faculty 



research/necessary to advance 




e the community service increasingly required > 
health profession educators. \ / * 

c/llege management officials say tha\ they see no reasonable 
prospect of a level of expenditures per stMent. in the years ahead ^ 
lower than those shown in the tables prepared by the Academy study/ 
ptaff. without impiairing educational qualityl , / 

If anything, the expenditure projections are probably understated. 
Experience over the yeairs has shown that everything simply costs more 
than expected^ Ttie colleges have found this to be particularly true 
in the case of building and occupying, new facilities which each of 
the colleges has Recently <?ompl^te4 ^r will complete in the near 
future.^* / • * 



Other sources off j.ncome 



/ 



The Substaritial increases in charges for toition and fees thdt 
have ta,ken place and will/ continue to take place are better under- 
stood when all /other sources of income for colleges ofl podiatric 
medigine are cirefully examined. The staff made such Ian examination 
for this study/ (see Appendix B) an.d found eight main sources or 
potent4.al sourfces of operating revenues as follows: / 

; 

the college -^jri 
in 1975., The! 
tho4e of the'. 



* The Illinois college ppened new facilities in 1972, 
Pennsylvania in 1973, and the college in California 
. Ohio collegers new facilities will open in 1976, an< 
^New Yc^rk College in L9^7 or 1978. 
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1) Tuition aadfees 

2) Federal Government graiits an(^ oontrapts 

3) State govetninent gra^s and dontracts 

4) Private gifts* graiy^^ and cqntributions 
5} Income from clinic, opferationsi/ 
6) Eklnciu^s^^bn endowment 

1 7) Income from auxiliary enterprises 

8)/ Miscellaneous re9eii^ts ' 



Operating revenues f rom |ekch source for the fiscal years 1975 and 
1980 proWd^ed and the propoi^tion of the • total* from each source are 
shown in the following table: 



\ 
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Table 8 

Sources aiul Aaounts.of Operating Revues 
For Flve><C0llege8 of Pod 14 trie MedlclAe 
^ 1^75 and 1980 





- Source 




— p- 
Amounts for Acadenlc Tear 






1974-75 


1979-80'' 






— C 


(Projected) 



Tuition and fees 

Federal Governaent grants 

and contracts 
State govemaSnt grants ^ 

and contracts^ 
Private gifts, grants,' and 

contributions ^ 
Incoae fro* clinic ' ^ w 
operations ' 
Earnings oi^ endoviient 
incose froB auxiliary > 

enterprises 
Miscellaneous receipts:' 
^ Total Operating Revenue 



Tuition and . fees 
Federal GovertiBent grants 
"V^'and contracts 
* 9»ste government grants 
and contracts 
Private gifts, grants, 

and contributions 
Incoae fros. clinic operations 
Earnings on endowment 
Income from auxiliary 

enterprises 
Miscellaneous « receipts 
Total 



(In thousands of dollars) 



$ 5,65A 


$22,100 


3,263 


4,000 


666 


1,885 


. 307 


770. 


1,963 


3,600 


27 


30 


■\ \ 




\?1 


550 


132 


185 


$12.033 


$33.120 



(In percent of total) 

kl.Ql 66. 7Z 

27.1 12.1 

5,5 5.7 



2.6 2.3 

16.3 10.9 

0.2 0.1 

0.2 1.7 

1.1 0.5 

100. OZ I 100. OZ 



\ 



Source: Repbrt& by th« colleges to the Acadeay study 8t«ff , July 1975; 
projections are by the Acadeay study staff. 



* For assumptions and further details, see Appendix A. 
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Tuition and fees have grown from 28.7 percent of total operfating 
revenues in 1969-70 to 47.0 percent in 1975-76 and are expected |to grow 
to 66.7 percent of the totalTiy 1979-80 even allowing for sone federal 
capitation payments (which, as indicated elsewhere In this report, are 
*by no' means certain). 

The financial needs of the students 

The pediatric medical student's total educational costs (which 
include expenses for living as well as for instruction) are also rising 
substantially (46 percent between 1971 and 1975) . A student enrolled 
at a college of pediatric medicine in the academic year 1980-81 will 
find that annual expenses ire more than twice those of 1974-75, as 
ahf^nT^n the table t!yat follows: 



j Table 9 

Average Annual Estimated Expenses 
Of Pediatric Medical Students by Expense. Item 

1971 Projected to 1981 



V 





1 






Other 






Tuition 


Books a&d 


mSom and 


Living 


Total 


Year 


1 and Fees 

1 


Equipn^t 


\^'oard 

U ' 


Expenses 



Percentage 
Increase Over 
1974-75 



1970-71 

1974- 75 

1975- 76 

1976- 77 

1977- 78 

1978- 79 

1979- 80 

1980- 81 



; 1,627 
3,014 (b) 
3,350 
4,000 
5,000 
6,400. 
8,100 
10,000 



$311 (a) 
425(b) 
450 
480 
520 
550 
580 
620 



3,400 (c) 

3,^00 

3,850 

4,100 

4,360 

4,650 

4,955 



2i, 350(c) 

2;, 500 

21,675 

2,850 

3,030 

3,230 

3,440 



9,189 
9,900 
11,005 
12,470 
14,340 
16,560 
19,015 



8Z 

20 
36 
56 
80 
107 
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Sources: 
(a) 

(b) 

M 



From Htfv Health Professidgis Students Finance Their Education ^ 
^Health Resources Administration, Public Health Service, 
October 1971» 

From publish^ jnaterials of the colleges of ^podiatric medicine, 
1975. ' . ' J 

197a-71 costs adjusted by the aggregate increase in Consumer 
Price Index Ol.S percent from May W71 to Hay 1975). 



Note: All expenses 



other than tuition and fees were projected from 



197A-75 allowing for 6.5 percent inflation p^r year. 

42 
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The cost of four years of pediatric •edical education for a student 
graduating in spring 1976 is about $35,000, as sbo4n in the follwring 
table: ^ ' ^ 



Table 10 

Estimated Four-Year Cost of Podiatric Medical Education 

1973 - 1976 



s 

• 

Expense 










Four Year 


I tea 


1972-73 


1973-7^i 


1974-75 


1975->6 


Total 


Tuition and fees 


$2,275 


$2,628 


$3,014 


$3,350 


$11,267 


Books aod equipnent 


375 


400 


425 


450 


1,650 


Rooa and board . 


2,975 


3,175 ' 


3,400 


' 3,600 


13,150 


Other living expenses 


2.070 


2.210 


2i350 


2.500 


9.130 


Total 


$7,695 


$8,413 


$9,189 


$9,900 


$35,197 



Source: Estimates by Academy study staff, December 1975. 



For students graduating five years from now (spring 1981) the cost will 
be more than $60,000, as shown in the following table: 

Table 11 

- Estimated Four-Year Cost of Podiatric Medical Education 

1977 - 1981 



Tuition and fees $ 5,000 $ 6,400 

Books and equipment 520 550 

Room and board 4,100 4,360 

Otheij living expenses 2,850 3.030 ' 
Total 



$ 8,100 
580 
4,65d 
3.230 



$16,560 $19,015 



$12,470 ,. $14,340 
Sourte: Estimates by Academy stuiy auff, Deceid>er 1975. 



$10,000 
620 
4,955 
3.440 



$29,500 
2,270 
18,065 
12.550 

$62,385 



f 















Expense 










Four Year 


• Item 


19J7-78 


1978-79 


1979-80 


1980-81 


Total 
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Available infonatlcm is not precise on how the students raise the 
funds necessary to pay for the costs of their education. In a ques- 
tionnaire survey conducted by the colleges for this study, students 
reported that they have had to borrow a significant aaount to meet 
those costs. When coi^>ared*wlth earlier data (in Hov Health Professions 
Students Finance Their Education , a Department of Health, Education, 
and Welfare publication reporting on 1970-71 survey data) , the current 
survey showed that the nxnuber of podlatric medical students borrowing , , 
and the amounts borrowed have increased significantly. However, the 
total amounts borrowed In 1975 financed a smaller percentage of the 
cost of tuition and fees because (1) these have risen rapidly and 
(2) sources of borrowing did not expand proportionately. 

Students say that under current circumstances they would be ill 
prepared to %flthstand tuition Increases of significant proportions over 
the next few years. They believe future students %d.ll be no better 
able than they are to finance higher tuition and fees (In addition to 
higher living costs) . v 

Results of the student. Questionnaire^ survey also revealed that 
nearly eight out of ten students enrolled In the colleges of podiatric 
medicine expected they ylll have borrowed for some part of the cost of 
their education by the time they graduate (about $11,000 on the 
aver^age Including their undergraduate education borrowing) as shown 
•in the following^ table: *. 

Table 12 ' Y 

Borrowing foij ^ucation by Students Enrolled 
In Doctor of Podiatric Medicine (DPM) Degree Programs 



As Reported In Spring 1975 v 



Item 


Borrowed for 
Undergraduate 
Education 


Borrowed for 
DPM Program 
To Date 


' \ 

Estimated Further 
Borrowlng^to Complete 
DPM Program 

> 


Totai 


Average amount 
borrowed 


$3,345 


n.a. 


n.a.^ 


$11,037 


Percentage of 
students %'ho 
borrowed 


37Z 


74Z 


n.a. 


79% 


n 






^. 





Source; Stiident survey condticted by the colleges of podiatr^lc medicine 

for the AcadfPy study staff. For further details see Appendix G. 
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CBART ^ 



BORROWING PATTBW OF PCOIATRIC MEDICAL 
EDUCATION STlCBfTS 



Amount Borrowed 




- fqr 
i^idergraduate 
educatibn 



for 

professional 
education^ 



Percentage of Stydents Borrowing 




^ ^ under- 
'-v^ graduate 



V 



professional prof ess i^Sal 
to date - by 

graduation 



Source of Loan Funds 
Podiatric Medical Education 



GSL Program 



HPL Program 



Family and Friends 



Other Sources 



16% 



□ 
□ 



12% 



12% 



60% 
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The aggregate amouht of borrowing by students enrolled in the 
colleges of pediatric medicine is growing rapidly. As shown in the 
following table, students who graduated in 1975 estimated borrowing 
In the aggregate to be loore than $2 million while students who will be 
graduating in 1978 estimated tfiey wiil borrow well over $4 jaiUion for 
the four years of education in pediatric medicine (the data do not 
Include pre-podiatric education borrowing): 



Table 
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Aggregate Amount of Borro\it[ig Estimated by Students 
For Four Years of Bodiatzric Medical Education 
By Graduating Cllasse^ of 1975 to 1978 



- Gr ad ua t in g^ ^ 


Amount of Borrowing foi^ Podiatric Medical Education 


Class in^y' 
Academic Year- 


Borrowed 

JP<r Date, 


Estimate of Bor'rovrtng 
To Complete Education 


Total 

• 


1974-75^ 


$1,993,00q|' 


$ 282 , 000 


$2,275,000 


1975-76 


2,401,000 


1,210,000 


3,611,000 


1976-77 


2,004,«>0- 


2,304,000 


4,308,000 . 


1977-78 


1,023,000 


3,382,000 


4,405,d00 



medicine for the Academy study staff, spring 1975. 
Student comroedks also revealed that: 

~ ' / 

• A substantial proportion of the students who borrow for 
education under formal loan agreements also owe money 
to relatives land friends, and many are responsible irX 
part for the [educational loans of their spouses. 

• Many student^ wouia have borrowed substantially ^aore if 
it were not for the limitations imposed by government 
agencies andj lending institutions. 

• Many students are concerned about the future availability 
of the loan funds needed to complete their education. Some 
noted bleakly that if funds from current sources were reduced 
or eliainatedt their education could not be completed. 

• Students would be prepared to borrow whatever asount was 
required to finish their education (if. fxmds were available) 
because there is no alVemative; taeither they nor tfeelr 
families can payall the costs of their education out of 

/current income or savings. 
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w Sttidents' capacity tp repay their loans out of 
future income looks good, particularly if the 
repayment period could be spread out over a 
long period of time (longer than the seven- or 
ten-year periods provided by existing loan programs). 

» Students would be willing to enter ^he National 
Health Service Corps or other acceptable program^ 
(such as practice in shortage areas) designated b^ 
government agencies^ if this were necessary to pay 
off all or part of their loan, obligations after 
they graduate. 

» Their interest in enrolling in the National Health 
Service Corps or acceptable programs grows in * 
proportion* to the increase in the amount of their 
outstanding loan debt. 

Further details on the student borrowing survey are in Appendix G. 

During the^ suVvey the study staff asked student aid officials 
at the colleges for their views on the need and extent of student 
borrowing. They said that: ' %i 

• A substantial number of students are really being 
pushed at the present time tg meet their current 
financial conmltments. These students are greatly 
in need of new or additional sources of financixifg. 

• Many students are working ^re hours, outside of 
school to make end^ meet *than is apptopxiat'e for 
professional students who are already spending 35 

or more^hours a week in classroom or clinic activities. 
The amount of outside work undertaken by some qtudents 
definitely interferes with their studies. 

* • Some device will have to be created, to make it 
possible for students to: pay for steadily rlsJ 
tuition charges. , Otherwise, the outlo6k^ is thkt 
the colleges will not be able tb Increase educjation 
expenditures s^ignif icantly over the next few >|ears 
because of a growing inability among students jto 
0 finance the tuition required to meet the costs 

Involved. 

^ • They were concerned about the, amount of Interest 

\ tlut accumulates over the lifetime of a student \ 
Ifpn because It increases so' s^farply the total x:ost ^ 
of professional education. However^ they were not 
able to offer an alternative suggestion. 



With these considerations In mind, and In light of information 
on other possible sourpes of revenue (as shown In Appendix B), the 
study staff tjumed to 'the question of how a greater dlfeunt of needed 
Institutional operating funfls might \be obtained from liicreases In 
tuition and fees, and how this might be done In an equitable and 
reasonable way. The major .focus was on'flnanclng tuition Increases ' 
In whole or In part by loans to_ students through a deferted cost of 
education ^plan whlQh would make funds available to the colleges In 
the jrear when the operating expenses are Incurred and provide for 
repayment by the student after practice has been started. 

The' case for and against a deferred cost plai> and the details 
of alternative plans arg^ln the. chapters that follow. 



Case For and Against a Deferred 

Cost of Education Plan for 
Stud^eats of Podiattic Medtcinjl 



Examination of the possible alternatives ior '^financing podf?^iC 
medical education led the study staff, the^^sffoclation, andtjie Panel 
to conclude that a deferred <!^ost of education plan offer^d^he only 
meaningful 'solution In the inkediate ajid long-term/ ojitlook to assure, 
the well-being ~ ev^n the sutyival --^f the ^oJ4ege» ef pediatric 
pedicinc and th^ students. \s-f^€t^eite s^ toTe no other way^ 



A nu^rf^{>^ factors,,.^i«t^t|lcen into c 
that _con^^alflft*-HrtfS*'case fbr ahd agains 
tl>«l fclaiiwas weighed by the Panel. In 
•^p^itive aspects conclusively favored 
plan^wherfeas the negatlv^.-asp'^ts ^ 
cpiie' through the design of th^ p^" 

The case for and agains 
Is sunmiarized below 

Artnanents in favor of a defer red^ost plan 
1) 



ideration in reaching 
f educa- 
, the 
such a 
over- 




tion plan 



has climbed^ 
to grow in 



The cost^^f podiatric medical educa^ 
ra.pidly in recent years and is 
the future as (a) inflation continues and (b) theT 
colleges Strive to ieet the demaWs for improving 
the quality^ of podiat ric medical education. 



2) The colleges of podiatric medicine xranuot continue 
to finance ^the rising costs of education withl^ 
the limits of present sources of ftinds. 

3) The Executive Branch of the Government proposed 
that the amount of federal capitation, be reduced 
Injnediately and terminated within a few 

'years. ^ 

^A) Tfe6* colleges cannot expect more than a fraction 
(pj§rhaps>one7tfiird) of the cost of podiatric 
medical education to be covered by the funds ^ 
available to them from all sources other than the 
students. 

5) The cost of podiatric medical edturatlpn wi ll aoon 
be 80 high that hardly* any students* will be able , 
to provide £he amount require^ out of current 
income or aasets^ either from their own reabutces 
• or from those of their parents or friends. 



X 



6) 



PresentOKTan plans for students of the health 
prof eaMons are not adequate to meet the .needs 
students of podiatric iDed;lcine or the 
prbviaing their ediicatioh; even these plans ajte 
scheduled to be phased >but in the Administration's 



proposal. to Congress < 



/ 



7; 



Students of podiatric medipine can be « 
have a high earning potential after thay graduate' 
with their DPM degrees , finish res [fey , and . go 
'into practice. They have the capacity 'to repay 
the cost of their education out oy future earnings 
or through providijifg profess iqnaiytare services' in 
under^erved areaS/ 



.8) A deferred 
^ teristics proj 



the« co] 
adequ2 





of education/plan with the charac- 
in thi^/report would permit: * 



feges to ch^ge tuition and f ees 
to covei^osts; 



students tp obtain' adequate funding 
their expenditures while they^.are it> 
^college; - ^ 

the Federal Government to jpbcaln'profes- 
^ioi^al Jiealth care services Sy -TJpdiattrists 
in widerserved areras in the future if it 
wished^ to do ^o and if Congress appropriated 
the .necessary funds. 



Case against a deferred cost plan . 

^ - , • „^ . 

.1) deferred cost plan means borrowing; The debts 
iAcurred b^ students .during^ their you^iger' yedrs 
wil^ be a burden to% them and -tiieir future 
famili^fs when they start to practice, ^ven if ^/ 
• • the eamingp are high, interest aAd V»otC lotion ; 
on a la^ge debt (despite the repayment periods' 
V being spread out over a substantial ipunfcer of 

years) will, make a substantial dent in futurej 
spendable income* 



2) 



During the fe,ai;ly years of practice a young, practi- 
tiener*f ihcome 'also- will ha'xe to cover the cost 
of 'opening an of f ic;e, .esta\>lishing a new hom6, *• 
waiting until the practice develops '^eqxuitely, 
etc.; The young practi|iloner, can be Expected to . 
feel that the repayment of student ^debt^ during 
this period is especially 'difficult, . * . ' 
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3) Student debt will also >e a burden if the^^ure 
practitioner elects to repay the abligatij0;ft by 
practice in an underserved area_ (and the/^ov.em- 
ment agrees) where the income is likely/to be low 
relative to what could be earned in sotje other 
/part of the xfountry.' Moreover, by moving to 
sueh areas for the temporary period of service 
the future practitioner may also inc^r a good 
deal of q^ditional iwving and housing expense. 

4^ All loan programs entail substantial interest 

charges during the students' coljLege years.. / 
While the amount involved may be reborroyed from^ 
the lender and not actually be repaid by the 
students until they go into" practice, present 
income tax regulations would not permlT interest 
incurred during low-income student y^rs to be 
deductible for tax purposes in high/income 
practice years. Income avefagingybn tax returns 
may, however, 'be helpful. ' / \ 

5) Student loan' programs also involve costs for 
life and disability insurance/and service fees. 
Although interest and' service fees are going to 
be necissary to make a deferred cost plan work, 
the chkrges do add substantially to the cost of 
education for the student. A reasonable estimate 
is that interest and other costs will nearly double 
the amount students have to pay baak even if they 
repay the loan in J:he three-year period beginning 
after the completion of residency. 

6) Loan plans tend to discriminate against women, 
minorities, and persons from the po«^rer segments, 
o'f society whose lifetime earnings expectations 
are lower than those of other groups. Many persons 
in these groups are reluctant, therefore, to- bor-( 
row for their education. • / 

7) If the U'.S> Government does- not agree to alloW / 
a j)rogram of loan repayments through service in / 
underserved areas, the cash repayment requirements 
during the early ye^rs of practice would make 

it d?fficult,>i£.i>Dt. impossible,, for health care 
professionals^ such as podiatrists to engage in. 
public servifie tfr 9th'fer ptactlte that livolves 
little or no charge for the* medical care provided. 
, This would include, ^for example, 'Service in suth 
government agencies as the "Veterans Admlntstra- 
tion, the military, the Peacfe Corps, and VlSTA; 
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also patient care lin hospitals, clinics, nursing 
homes, and health bare centers catering to the 
poorer sections of | society, and similar activities. 

8) All loan plans thatl involve a large amount of 
borrowing tend, tj encourage practitioners, in ^t(f 
podiatry as well as in other health care profes- 
sion*, tQ_enter higii paying specialties (such 

as surgery), to increase fees, or to establish 
practice in those geographic areas of the cities 
or suburbs in which it is easiest to provide 
patient care primarily to the more affluent 
sections of society. Although- practitioners 
should be free to select ,the type and location 
of the practice they wish to pursue, there is no 
doubt tnat high debt obligations have practice^ 
implications which may not be consistent with 
future/pubHc policy.' 

9) Loan /programs require a substantial amount oi 
costly administrative work at the colleges, at 
gcfvernment agencies, and among students. Lo^ti * 
programs also tend to encourage undesirable ' 
financial practices among those small segmeni 
of the population which are not as careful with 

I their use of govetnment money as they should^ be* 
Although defaults, bankruptcy, and collectMii 
practices have not been a serious problem jko 
far in loans made to students in the hea] 
^ professions, the problems in other government 
guaranteed loan program^ have received vd.de 
publicity. They emphasize the need in /every 
j loan program for a substantial amount of care 
» in making the loaas, a good deal of acministra- 
tive control of the program, and ihtejnaive 
follow-up work in collections. / 



\ 




Concluding notjs ' 



As iijdicated eatlier, positive aspects of the concept 'of a / 
deferred cost of education plan for pod iat rid medicine were the / 
factors that influenced the Association, the Panel, and the Acadteny 
to recommend ' the plan proposed in this report.** The plan was designed 
specifically to overcome the negative aspects^ aftd to provide solutions 
to the obstaclejs they presented « ' / 



ERIC 



52 



31 



Further Comments 



Whil^ 
of educate 

1) 



invest igat 
pn plan, tl 



ing the case for and againist- a 
study staff found that: 



deferred cost 



2) 



4) 



:e cost of 

all of th 
f the healt 



Ln 



Education for professional persons 
specialities and various branches 
field has been rising constantly 



many yeai s . 

Existing proj rams for financing the educational 
costs of professional persons in the health 
fields are u^ for revision. They do not satisfy 
policy makers in the Executive Branch of the 
Government or Congress, or education leaders 
in the health professions. 

Programs for financing the cost of education ^ 
in pedi atric medicine have never been and are 
nqtTnow adequate. Although these programs 
would have to be expanded in scop6 and in. amount 
in order to meet the needs of pediatric medical 
students and the colleges, the tr^nd, in fact, 
has b^en the oth^r way. * During t^ie late fall 
^f 19/5, for example, the Secretary of Health., 
lEducation, and We^lfare recommended to Congress. 
Ithat capitation payments to colleges of pediatric 
>edicine as well as xo colleges of veterinary 
medicine, optometry, and pharmacy (the VOPP^ 
group) be phased dowa immediately and* eltminated- 
within a' couple of years; also that access by 
new students in VOPP schools to the Health 
Professions Student Loan Program b^^terminated^. 

At the samfe time the Secretary recommended the 
enactment of new programs to help finance the ^ 
educational costs of students enrolled in 
medicine, osteopathy, and dentistry (the MOD 
group) . The Secretary and the Executive Branch 
of the Federal Government: regarded these profes- 
sionals as .being capable of /providing health care 
services in the greatest service shortage areas — 
/areas which required, therefore, according to the , 
Secretary, the greatest goyernment support to 
' remove health care service deficiencies. 

5) In his stktement to Congress, the Secretary said 
that no national shortagW of services In pediatric 
meditine h^d been detnonstrated nor was th€fre any 
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specialty or geographic distribution problem^ 
This position has been developing in the. ^ 
Executive Brancl^ of the U.S. Government over 
a number of years under different U.S. presi- 
dents and with different officials in charge 
of policy at the Department pf Health, 
Education, and Welfare. Although they are 
not in agreement with the Administration's 
priorities, the colleges of bodlatric medicine 
and members of the professicm, present and 
future, have noted the attitude* They believe 
that it is unlikely to chanje sooh, and are 



^eady, therefore, to suppor' 
that would be able to serve 
"^^^ needs of podiatric medical 
colleges far into the futur 



a financing plan 
adequately the 
tudents and the 
as well as the 



needs of the public at larg> which seems to 
require every year a greater volume of podia- 
tric health care than before. 

6) The Issue to be faced by Congress, the 

Executive Branch of the Government, the ^ 
. , -| colleges 9 and the members of the profession, ' 
is the problem of where the money is to come 
from to pay for the cost of education in 
podiatric medicine in the future. Within the 
next ten to 12 inqnths a solution is Reeded - 
for at least the next few years in prder to 
^ allow the colleges to continue to operate 

, effectively, and to permit the students to 

plan for their educational years as well as 
for their professional future. f 

Against this background the study staff examined the options 
available for the financing of the college^i of podiatric medicine 
and their students. Four possible options^ dismissed out of hand' 
as Impractical for Implementation were th^t: 

* Tuition and fees could be Increased / 
significantly, year after year, with- 
out provision of additional financing 

sources, for students. ; 

• Capitation grants, federal or state, 

I could become large enough in the fore- 
, seeable future to make up the difference 

between present levels' of tuition (or 
future levels as. adjusted for Inflation) 
and the total expenditures needed to be ' 
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made by the colleges to provide quality 
, education programs. ; ' | 

• The colleges could or shdixld convert | 
the^elves froa privately operated and * ; 
controlled '^jjostitut ions into state- /I 

- supported or state-affiliated institu- 
tions*. * ♦ ^ 

• The quality of education at the colleges | 
could or should be reduced or the colleges 

shoyld continue to avoid a program of 
continuing educational improvement. 

s 

The disjri^sal of these options as b'eing impractical focused 
attention on a deferred cost of education plan as 

course of action for the future. Nevertheless, a number P^^^^^l^ 
variations eiisted (rttK^ the^ deferred cost concept. In consid^ing 
alternative plans^^nd approaches, the study staff concentrated o^ 
developing solutions which would at a minimum permit:. 

• the colleges to increase tuition and 
fees enough to obtain a stable financial 
basts for current f operations and to plan 
and implement needed improvements in pro- 
gram quality with less dependence on the 
uncertain prospects for federal financing; 

• the students to obtain a substantial 

• increase in funds toTtnaoce^heir edtica- ^ 0^' 

tion costs; 

• the public in underserved areas to obtain 
a substantial increase in health care-^ 
services by podiatrists* ' 

. A "basic assumption underlying all of the dfef erred cost alterna- 
tives considered by the study sfaff was thmf: the stVdents could earn 
enough In fuUrti«e patient care pra«;^|§af ter graduation to repay,, 
in a reaaonabl^oeriod of time the 1« urred for their educa- 
tion, or that theSl.S. Government wjuH be willing tp make the 
pr<»viding of podiatkic care in underserved areas a Service ellgib^ 
for government support. ■ ' * 

While <Jeveloping the case for fmd against a deferred coit of 
educ"atlon%lan for podlatric medicine, the study .tpff inve.ti«ated 
alternative methods of financing education and ew^ed in some 
detail the principal sources of revenue available to the colleges 
(see Appendix B). The^ Investigation showed that" conventional 
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aetiioda of financing education were inadequate and that no signifi- 
cant alternative to a deferred cost of education plan was available 
to the colleges. 

The Investigation showed further' that collie and university 
students ^(including students of podiatric medicine) financed their 
education from seven sources of funds as follows: 

• funds from their parents or friends; v 

• funds from t)ieirr own savings accumulated 
prior to enrolling in college; , 

• funds frpm outside work while enrglled- in 
college; • 

• funds from college work-study programs; 

• scholarship assistance either from govern- 
ment agencies, the' colleges themselves, 

or other private sources; 

• welfare, social security, .veterans, and 
other governmental payments; 

• loans, primarily those provided under the 
various governmental programs. (Other' 
loans represent only a small percentage 

^ . '^^ total borrowing.) 

Loan programs were found to play a large an^ rapidly growing 
role in financing educat^op; The study staff gathered information 
on serven national education loan programs and suonarized their main 
features in a uniform format (see. Appendix C) . The seven programs 
are: 

1) Guafantelh Student Loan^ Program (including 
the Federal Insured Student Loan Program) 

1 2) national Direct Student Loan Program 

3) Health Professions 'Student Loan Program 

4) Nursing Student Loan Program ^ ^ 

5) Law Enforcdbent Education Program Loans 

6) United States^^oan Program for Cuban Students 

7) Graduate anS Professional School Loan Program 
of United Sjtifdent Aid Funds, Inc:'^ 
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The study staff found that existing Iqan prograss were not 
adequate for many graduate and professional school students* Only 
two of the prograns noted above (the Guaranteed Student Loan Prograa 
and the Health Prof essions Stxident Loan Program) were available to 
students of podlatrlc medicine; and the amount of funds available 
under those two programs was far too little. 

While the Guaranteed Student Loan Program has a loan ceilixig of 
$7,500, for u^efgtadua»e education, only $2,500 has been added to the 
ceiling for graduate and professional education and the availability . 
of *even this amount has depended upon the student *s ability to find a 
lender willing to lend the money. 

^ The loan ceiling under the Health Professions Student Loan 
Program has been set at $3,500 per year, but the total amount of * funds 
appropriated by Congress each year has been so little that, after they 
are apportioned among all the needy studex^ts, only a small fraction 
of the total need has been met. 

The staff found that the comparison of details of the various 
loan programs in Appendix C provided a helpful reference for develop- 
ing a deferred cost plan for podiatric medical sti^ents. 
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III. A Funding Plan and a Course of Action 

This chapter outlines the psoposed deferred cost of education 
funding plan for pediatric medicine reconmended in this report and a 
course of action to be followed by the colleges, the students, the . 
government, and the lending institutions to put the plan into 
operation. 

Present funding programs and those being considered by Congress 
and the Administration do not solve the problem of financing pediatric 
medical education. The plan described in thischapter is designed to 
solve the problem. It would permit: 

1) Every colleie of podiatrlc meaicine to charge an 
amount for tuition and fees adequate to operate 
the institution at higher levels of quality with 
less^ dependence on federal funding than in the 
pasti' 

, 2) Every student, whether needy or not, to borrow all 
or nearly all of the,,ieducation cost from a private 
lender in the form pf a government guar^teed loan, 
in return for signing a contract. with the government 

^ to provide three consecutive years of full-time 

pt-ofessional patient care service in all underserved 
area after graduation and residency. » 

3) The U.S. Government to assist students finance their 
education with no direct outlay of cash for costs 
of education by guaranteeing the loans from the 
private lenders; and subsequently to pay for pro- 
fessional patient cate services in underserved areas 
as they are rendered. 

' 4) The lender (for example, a group of banks, insurance 
companies, pension funds, etc., perhaps; administered 
through an independent organization acting as agent, 
such, as United Student Aid Funds,. Inc.) to pay the 
money to the student or the college, receiving In* 
return a note guaranteed by tMe U.S. Government., 
• 

In effeci, the plan proposed in this report would establish in 
advance an option for the U.S. Government to finance to th^ extent 
deemed necessary In future periods, professional health ctfre services 
in underserved areas. .When students are ready to practice, they also 
would have the oprion of repaying the borrowed funds either In cash 
or in the service for which they have committed themselves. 
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The expectation is that the a«)unt borrowed for education 
cost8 (Including Interest, Insurance, and service charges) wlU be 
high enough to make it wortfiwhUe for many students to provide the 
three years of future service contracted for. Nevertheless, if the 
aaounts involved do not turn out to be high in relation to the 
sJuH^^Jf ^^'^t^^ earning potential in the years after residency, 
students could choose to repay the loan in cash, and the government 
would have incurred no «cpense f«^the cost of their education. 

. ^e proposed deferred cost of education plan is as follows: 

. legislation would be enacted through whic^ the 

u.b. Government would guarantee loans to pediatric ' 
, medical students who contact to serve Ig underserved 
areas after graduation and residency. 

\ 

2) Every student enrolled in the first professional ' 
•degree (DPM) program at a college of, pediatric meditfine 
would be entitled to borrow under- the plan an amount 
equal to (a) tuition and fees, and (b) the cost of room, 
board, and books (as determined by the regulations 
established for the plan), and (i^ the accumulated' 
^ interest and other borrowing costs accrued on previous 

loans for pediatric medical education. 

The lender would be individual banks or insurance 
companies or a separately incotporated -company, such 
as United Student Aid Funds. Inc., acting as the agent 
for a. group of banks. Insurance companies, pension 
funds, etc. , or a separate company with access to the 
capital markets such as the Student Loan Marketine 
Assotiation. , 

The amounts borrowed would be evidenced by notes signed 
by the students and guaranteed by the U.S. Government. 
The notes would bear a rate of interest that would make 
the loans competitive with other Investment 0(^rtanit±e8 
of the lender (say the thr^e-oonths U.S. Treasury bill 
rate plus three percent) , plus appropriate charges for 
insurance and for servicing the loans. 

The principal of the notes plus. the accuoulated . « 

interest and other borrowing costs would ^e payable 
.in thre^^equal annual installments starting at th4 
end of the first year after the student expects to 
receive the DPM degree, ceases to be a full-time ^ 
student, 9r completes an accredited postgraduate 
education program including residency. 

O . ■ . . 



3) 



4) 



5) 



\ 

6) The contract with the U.S. Government for professional 
setvlces would provide that for each consecutive 
year, up to three years, of full-time professional 
pediatric service in a designated underserved. area, 
the government would pay one-third of the balance of 
the notes outstanding as of the date service begins 
plu9 interest and other borrowing pharges. The 

• minimum service commitment would be two years. 

7) The loan agreement would be accompanied by a life 
and disability insurance policy, the face amount of 
which would be equal to the outstanding loan balance 
including accumulated interest, cost of insurance, 

^ and service fees. 

8) Students would be entitled to repay the^ notes, 
including the accumulated charges and interest, 
in cash if they did not wish to or could not 
provide service in an underserved area required . 
by the contract. 

1 

9) Congress could also choose to authorize the Federal 
^ Government to repay loans for other public service \ 

work by graduates, such as service in ACTION, the — ^ 
* * Peace Corps, VISTA, the National Health Service 

Corps, or active military service. 

/ 

ip) Congress also could provide for the Federal Govern- 
ment to repay loans of student^^tmder conditions of 
extreme hardship (such as a student from a Idw-^income 
or disadvantatged family who failed to complSie the 
podiatric m&dical education program, was in 
tionally needy circumstances, and could not be 
expected to resume study within three years) . 



V Further Comments ' 

A number of major questions raised during the development of 
the plan as well as those mentioned specif ically in the contract. 
' betweep the^ American A^socfiation of Colleger of .Potiiatric Medicine 
and the Health Resources Administration are' discussed below: 

f . 

I. Why are the present loan program^ for students in the health 
professions no^ adequate, and how does the proposed plan overcome 
the difficulties? 

For ten years the U.S. Governipent has Keen supporting student* 
loan programs designed to assist students being trained for the sijk 
health professions. These programs have been criticized by Congr^ss^ 
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and tWEx^utive Branch of the Government because 
sXM0/m or college needs, cost too much, or did not 
in undersfcrved areas. Th^ study staff believes that 
did not meet the goals set for them because Congress 
tion failed to: , 



tjhey did not meet 
provide service 
in the past loans 
and the Administra- 



a) provide enough money to meet the financial Irequirements 

of the educational institutions, or even of| students who 
^ could prove acute financial need; 

bj establish an adequate quid pro quo for the brovision 
of professional health care services in underserved 
areas; and 

c) make clear the philosophy behind the ttnancjlal aid 
plans supported by the government. j 

~ i 

Widespread differences of opinion and confusion jhave 
existed a^out the extent to which the financial aid liolicies of 
Congress /and the Administration have been intended toj help (a) the 
colleges' to provide better education programs, (b) th|B students to 
obtain cfostly professional training, or (c) the publii:, especially 
residents Jjf underserved areas, to obtain an increase<i^ amount of 
health care services. The relative importance of the^e several goals 
has never been, defined. 

The deferred cost of education plan for students of podiatric 
medicine proposed in this report is designed to overco^ne the defi-- 
ciencies of past plans in a straightforw^d 'and direat , manner . In 
effect, the plan would establish in advance an option ^or the U.S. 
Government to finance to the extent deemed necessary iri future periods 
professional health care services in underserved areas., When students 
are ready to practice, they would also have the option' ipf repaying the 
funds provided eijtjjer in cash or in the service for whi^h thejit have 
committed th^mselVes. * i 

The study staff and the Panel believe that in the future the 
amounts borrowed/ to meet education costs will be high enough to in- 
duce many studeiyts to choose the service commitment. Nevertheless, 
if the amounts d(ue involved do not turn out to be high in relation 
to the imeUiate earnings potential in the years after residency, 
students could" arrange to repay the loan in cash and the government 
would have incurred no cost for the €tducatlon involved. 

1^ What assiimptions were made by; the study staff in d^elipping the 

plan? , - ^ 



A number of fas sump t ions-, were/fcade by the staff to serve as the 
basis on which to 1 construct thewt:haracteristics of a deferred cost " 
of education plan. To the extent the assumptions are valid (either 
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for pediatric medicine or for other health professions) the plan is 
well suited to achieve the expected goals. The assumptions are that: 

With^ Bspect to national public policy 

a) Congress will conclude that the country's need for 
health care personnel, including podiatrists, will 
be so great for the next five to ten years that 
the U.S. Government will have to continue to sup- 
port professional education for a substantial number 
of students in the health care fields. 

b) Congress will search for new or alternative methods 
of financing or providing this support because the 
potential cost will be so' great. , 

c) In looking at pew financing mechanisms. Congress 
may be more favorably inclined toward supporting 
programs of financing students in the health 

^professions than toward programs which involve the 
financing of institutions educating professionals 
for the health care field. - » 

d) Congress will be more favorably inclined toward 
supporting programs involving guarantees of loans 
to students by private lenders than programs in- 
volving direct cash outlays through appropriations 

for either loans or grants. ' / 

e) Congress may consider supporting programs that ^ 
establish a contract providing for a period of 
full-time professional patient care service after 
graduation and residency in under served geographic 

areas la direct return for. the amounts loaned. 

Congress will continue to authorize and appropriate 
some^ funds for capitation grants for colleges of 
podiatric medicine as well as for other colleges, 
universities, and professional schools providing 
education for the health professions. 

I Wiih resp ect to" the colleges of podiatric medicine 
7 

. , g) The colleges will" have to double their charges for 
tuition and' fees in the next five yi^ars in order 
" to' meet the cost of inflation and enhancfe the '-^ 

quality of the professional education beyond that ^ 
now 4)e,ing provided. . * 
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h) The colleges will continue theix^ already extensive 
efforts to upgrade their academic programs ^nd 
their facilities during the next five-year period 
and to increase the proportionate niud)er of full-time 

* ^ faculty members. * » * 

i) The colleges will contljiue their search for new 
sources of fundi^ig. Some of these may come into ^ 
being in the next few years (for example, capitation 
grants by state governments, contracts between the 
stdfe governments and the individual colleges of 
podiatric medicine for the providing of educational 
services, etc.)» New sources of funding are, however, 
not likely to finance mpre than a small proportion of 
educational costs. 

j) The colleges will continue to search for scholarship 
funds for needy students beyond the amounts available 
from loans. Their boards will agree that (a) scholar- 
ship, funds are the responsibility of donors recruited 
by the boards or the vjmanagement executives of the 
^ colleges of podiatric'^medicine or of government 
agencies, (b) scholarship funds are not the res- 
ponsibility of financially-able students, and (c) 
scholarship funds should not be included in. the 
portion of the operating budgets of the colleges 
which is financed by tuition and fees. 

k) the colleges will continue ta xar^y on private fund 

raising aggressively. The amounts raised will increase 
substantially during the next five years, but will be 
earmarked mainly for new construction and renovation, 
new equipment, or amortization of* already completed 
capital improvements, endowment, and scholarships. 
No significant amount of private gifts will be 
available for the regular operating budgets. 

1) The colleges will expand research for the improved 
care of patients ^and for the advancement of the 
profession which will be carried oil part-time by 
members of the faculties. Nearly 100 percent of the 
costs involved, however, including overhead, will be 
financed by grants from Federal Government^agencies 
^--:^(si^ch as the National InstitjVUa of ^Healtli) ; private 
corporations, and other, contributors. , ^ 

m) The college^ will provide a significant ai^punt of ,^ 
, public service in the future for» which no compensa-^ 
tion will be provided. The cost of this service 
will be absorbed by the colleges or their faculty 
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members and administrative personnel within the funding 
available from sburces other th^n* stud^ts. 

n) If new colleges of podiatric medicine are established 

during the next few years, or if the Schodl-of Fodiatric 
Medicine of the State University of New York at Stony 
Brook becomes operational, the number of students and 
6 faculty involved and Ihe-bud^t commitm^ts are not 
likely to bg large enough to J^lter significantly the 
trends shown in .thfs report. , 

With^respect to students of podiatric medicine 

o) Students cannot be expected to meet the rising costs ; 
of tuition, fees, i>ooifl, board, and books from the 
sources of funds now available, 

p) Students can expect earnings in the future from 
professional practice to be large enough to enable 
them to ^repay educat^Lon loans of the amounts mentioned 
in this report. *If a program qf national health 
insurance -is created and involves changes in the 
economic pattern for practitioners in the health 
fields, the program can be expedted to include 
provisions for satisfying the educational Iban 
obligations incurred by podiatrists as well as by 
other types, of health care professionals. 

q) Students can be expected to follow the sharp rise 
in the cost of education with concerted demands on 
government officials for new loan and scholarship 
programs, forgiveness provisions, service corps , 
opportunities , etc . 

With respect to the national economy 

r) High income and productivity for the country as a 
whole will continue; spending patterns will include 
increasing amounts for professional health care 
services^ including podiatric medicine. 

s) Inflation will continue at the r^te of six or 

seven percent a year, on the average, and will be 
- one factor increasing the operating costs of 
colleges of podiatric medicine as well as other 
private colleges and universities in the country. 

t) The tax l^ws will continue to facilitate and 

encourage philanthropic giving higher education, 
* includliig contributions to colleges of pediatric 
medicine. ' 
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3. Ho%r nould the proposed plan actually operate? 

During the course of < the study, t^ataff worKed out a nuniber of 
operating suggestions for the proposed, plan, aa ^ovn below. All 
suggestions are subject, of. course, to a further rievlew by govemnent 
officials, potential lender's) legislative draftsmen, and other .spe- 
cliCllsts who might be Involved in getting the plan underway. . 

a. Program Administration 

1} Loans would be made to* the students by private lending 
^institutions and guaranteed by the Federal Government. 

2} Loans' would be made at the discretion of the lender 
~ to studjents who presented: 

a Certified statements that they have matriculated 
and are currently enrolled and in -good standing 
in a program leading to a doctor of podiatric^ 
^ medicine (DPH)^ degree at an accredited, college 

of podiatric^/medicine; and ' ' 

• Agreements signed by the students and a repre- 
sentative of the Secretary of Health, Eclucation,* 
and Welfare, providing for' a maximum of th|:ee 
ears of professional service by the students 
a designated underserved area in return for 
i^epayment of part or all of the loan by the 
Secretary of Health, Education, and Welfare, 
such service to begin after completing educa- 
tion, and after residency requirements have 
been completed • 

3) * A separately incorporated /company, such as United 
. , Student Aid Funds, Inc« .(USA Funds, Inc.), would 

serve as agent for groups of banks. Insurance 
companies, pension funds, and similar institutions 
to help assure access to loan funds and to provide 
professional administration of the loan program. 

4) Additional capital for loans would be provided by 
a j^parate company, such as the government-sponsored 
Student Loan Marketing Association (Sallle Hae) , 

."which would serve as a secondary market and ware- > 
' house ls>^ student loan paper. 

.b* Program Responsibilities 

« > 1) Lenders: Responsibility would be ^to make and collect 
H loans and Inform the colleges and the Govement 
of the status^ of outstanding loans. In cases of 
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dfellnqu^nt loans, lenders would have to make 
every reasonable effort to collect the amounts 
due before submitting claims for payment by the 
Government. Loan checks would be drawn In the 
name of the student and^malled to the colleges. 

2) Faieral Government: Responsibility would be to 
guarantee loaq«jB, p7epare and make available ad- 
ministrative guidelines and forms, designate 
undcrserved areas, enter Into agreements with 
students for under served area practice, repay 
loans in 'accordance with the provisions of the 
agreements ^or practice in underserved areas, 
process claims^ if any, for payment on defaulted 
loans, and taMTany actions necessary to enforce 
the contracts for service in underserved aread. 

3) United Student Aid Funds, Inc. (or a similar 

v_ organization): Responsibility would be to organize 
groups of lending institutions to mak^ available 
enough loan fund6 to/meet students* needs. 

4) Colleges of Podirftric Medicine: Responsibility 
would be to provide financial counseling to 
students, assist them to prepare required loan 
applications and documents, maintain addresses of 
student borrowers who graduate or otherwise leave 
the college, notify the lender of all borrowers 
who dxjip out or otherwise leave the college without 
comnleting the' degree program, provide (upon request 
by the Federal Government or the lender) the current 
addresses of studjint borroweys who are delinquent 

ot have defaulted/ on the payment of their loans, 
notify the Aierlcan Podiatty Association of all 
graduates who default- on the repayment of their 
loans, provide an estimate, one year in advance, 
' of the amount of loan fuiflis likely to be needed 
, by their -students. 

5)* Student Loan Marketing A ssociation (Sallie Mae) 
or a similar orgaiiizatiot^: Responsibility would 
be to offer to purchase from lenders student loan 
paper, raise capital for that purpose 1)y selling 
bonds and other securitlas using student loan, 
paper as necessary for collateral, offer loans 
to lending institutions secured l^y its holdings 
of student -loan paper as collateral, and carry 
out collections on student loans in its posses- 
sion in the manner prescribed above for lenders. 
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6) Student Borr^ers; Responsibility would be to ' 
sign agreement In conjunction with first loan 
application to serve after graduation and com- 
pletion of i^esldency in designated underserved 
areas, make i application not later than six 
months prior to first loan payment due date to . 
serve in sucfa an area, inform college after 
leaving of current address, and repay loan if 
decision is made not to practice in an Utaderserved 

Eligible Lenders; 

• would be financial institutions subject to ' 
examination and supervision by state or Federal I 
Government agencies and other organizations I 

;SdTl1arL °^ ""^''^ 

Eligible Institutions; • ; ' 

• would be accredited institutions of higher 
education offering a Doctor of Podiatric 
Medicine Degree Program. ^ 

« 

Eligible Stud ents : 

■ . I 

• would be persons matrlcuiat^d in an eligible 
school as full-time st»fdents in a program 
leading to a Doctor of^ Podiatric Medicine 
Degree. 

Amount of Loan ; 

1) The maximum loan each semester would be limited 

'5^ '° the nearest 

$100 of the total of tuition, fees, room, board, 
DOORS, and the accumulated amount of interest 
and other /borrowing costs 'accrued on previous 
loans fot podiatric medical education. 

2) The mihildum amount that could be borrowed (to ' 

:^=oo**® °^ administrative wojrkj would 

be ?500 each semester or quarter. / 

3) The administrative guidelines would specify the 
fixed amount of allowance? at each college for ' *< 
education expenses other than tuition and fees; 
the allowance would be based on the estimated 

' average cost of these expefases at each college 
for an unmarried student. 
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Loan Terms: 

1) Certificates : Each borrower would have^ to present 
a certified statement of matriculation and*^urrent 
enrollment In good standing* 

2) Service ARreement : Each* borrower would hav^" to ' 
present an affidavit signed by the authorized 
official of the college Indicating that a signed 
contract^between the student and the Secretary of 
Hfealth, [Education, and Welfare, or his representa- 
tive, li in forte. , , 

3) Promissory Note : Each borrower would iiave to sign 
a promisWory note for the loan received. 

4) Due Date i Repayment would be due in three equal 
annual Inbtallments, the flirst one due one year 
after the\8tiident expects to receive the DPM 
degree, ceases' to be a full-time student, or 
completes an accredited or apptoved postgraduate 
education program including residency* Loans 

' could be prepaid at any time without penalty. 
The Federal Government would pay each annual 
* Installment, including accuimilated Interest and 
other borrowing charges, which fell due while thie* 
student was serving in an underserved area under 
the terms of an agreement entered into with the 
Secretary of Health,' Education, and Welfare. 

5) Interest :' Jnterest would accrue from the date, of 
the loan at an annual rate equal to the three- 
months Treasury bill rate on the day the loan was 
Isdue^ plus three percent computed on the out^- 
standlng 5alance and would Be payable at the end 
of each year the loan was outstanding. 

6) Service Fee : A fee equal to one and one-rhalf 
percent of the principal amount of the loan would 
be charged to cover servicing the loans and 

» administration of the loan program. 

« .y ^ 

.7) Insurance ; A life and disability l/isurance 
policy wbuld be Issued on each borrower equal 
to the amount of each loan including accumulated 
interest and other borrowing charges. 

8) Deferment : No provision for defetment period 
wbuld be made. 
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Soiie fui;ther information on how the plan would work, put together in a 
short question and short answer format, is in Appendix K. 

What government invo lvement is required to put the pla n 
into operation? . 

The deferred. cost of education plan proposed in this report would 
require the Federal Government to: 

a) ^ establish the plan by an act of Congress which would 

designate an existing agency of the Executive Branch , 
, to be responsible for administering the program and 
indicate the llmitatl^s of and Constraints under 
which the prograt wtfjlES be operated; 
♦ * 

b) guarantee the- loans made to the students; 

c) contract %rlth the students for the provision of pro- 
fessional health care services in underserved areas * 
after graduation with a DPM degree and residency 

(if undertaken) has been completed; 

d) authorize and then -appropriate tfia necessary amount 

of funds needed to repay the loans tiade to the ^ 
students idien the seryicas are r^ered in the 
underserved areas; ^ 

e) determine the location, and boundarie^s^crf those parts 
of the country (including, if necestfcy, sections of 
cities and other coiminitiea) which would be con- 
sidered as underserved areas for pediatric aedical - 
services; " ^ 

f) determine which other services, if any, (such as ^\ 

active military service, or enrollment in the Paace 

Corps, ACTION, VISTA, Public Health Service, Rational 
Health Service Corps, etc.) also would qualify for 

*^ repayment of educatiop loans uxMier arrangements 

similar to those established for practice in 
underserved areas; 

g) determine jihat constitutes the rendering of 

* • •acceptable pediatric medical services in underserved 
areas; 



h) 



arrange for the pediatric medical services rendered 
In the underserved areas to be mopitored by an 
Ixidlvldual. organization, or agency representing the 
Interest of the giDvemment;^ 
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i) arrange for repayment to the lender of the aniounf . 
due on the loan when fhe services have actually 
been provided in accordance with predetermined 
standards and requirements; 

j) arrange for repayment to the lender of amounts 
due on defaults. 

* Although the list of Federal CJovemment activities required to 
put the plan into operation is a long one. the study staf notes that 
?he 5.S. Government has already undertaken similar_^ctivities in one 
or another of the health professions loan programs. °' 
the activities listed could be undertaken, executed, and monitored 
adequately by the National Health Service Corps if persons Pa^i^J^^" 
ilg in the loan program were enrolled in the Corps during the peridd /, 
of service in underserved areas. 

It would also be possible for the government to subcontract some 
of the activities listed abty^e.to non-government agencies on a fee 
bisis Mthough.this Socfre would avoid adding -^he number o 
government employees, i?W^ht;,.cost more in. the long run because of 
the additional organi>a<l^s that would be 'involved. 

^. What wouM theCpJ^ao/cost the government? * • 

The^cost of the propose/p.lan is obviously important. The pro- 
posal is that to the Federal- Opvernment there be: 



a) 



no cost through this program for the support of any 
"i^udents during t^a^period of professional educa- 
tion an^ residency; 

cost onlx during the" period wKen services are being 

provided in underserved areas; 

• * • 

c) cost only in the form of expenditures for the re- 
paymeiTfcof lo^s incurred by students for their 
professional educat4on in return for professional 
health care serviced rendered in ut^erserved areas; 

d) cost, if any, for parent .to a lender of amounjs 
in default. Because of the repayment for service 
provisions these amounts are not expected to be 
largf. • . . 

Under the plan,' a contract would exist «»»^5^V^%^^^I • 
agreed to purchase services fro- a practitioner rather than mke a 
Ant to a studdit for- edacation. The government w«Ad expect to 
fl^eive services and the practitioners youy,*.ex|»ect to provide/'.*)!! 
rSu^t.^ servites the? are qualif ied*?f deliver. Theae •ervices 
ZlTle expected to be provided at^ofessional standard, of quality and- 

70 ^ * 
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under regulations as to fees to be charged and othe^prof es^roial 
natters established jointly by the profession, the licensure agencies, - 
and the government. * * 

The aggregate cost* to the government for the purchase of services 
In any one year would depend upon how many of the new practitioners 
chose to serve in underserved areas in that year. As indicated ear- 
lier, the study staff believes that education costs in the future 
will be so high that a large proportion of the students will borrow, 
and t?hat by the early 1980s a substantial percentage of new practitioners 
will be rendering service in underserved areas. Some illustrativfcL as- 
sumptions on the number of practitioners who might be involved and 
possible cost to the government are In the table that follows: 



^1 

)S^t< 



lable 14 



Estimated Costco the Government for 
The Purchase of Pod iatric Medical 
Services in Underserved Areas* 



4 


~~1977 - 1985 

« 






Number of 
; Practitioners ^ 
j Who Might 
Year j Be Involved 

* 


Average Amount 
Of Loan Debt 
?er Practitioner 
Involved 


Amount of Loan 
Submitted For 
Repayment Per 
Practitioner 


Total Repayment 
(Cost to tHe 
Government) 
Involved ^ 



1977 


lOO 


' ^12,000 


1978 


150 


15,000 


1979 


; 200 


- 18,000 


1980 


300 


21,000 


1981 


'450 


24,000 


1982 


650 


27,000 


1983 


900 


30,000 


1984 


1,200 


, 33,000 


1985 


1,500 


36,000 



$ 4,000 


$ 400,000 . 


5,000 


750,000 


6,000 


. 1,200,000 


7,000 


2,100,000 


8,000 


•3,600,000 


9,000 


5,850,000 


10,000 


9,000,000 


11,000 


13,200,000 


12,000 


18,000,000 



* Based on the assumption that the Seeretai^ of Health, Education, 
and Welfare will purchase services through the repaymeht '<^f loans 
under the Health Prof esBions Loan. Program until 1981 and likider 
the Deferred Cost of Education Plan thereafter. ^ ^ 

Th^ government's involvement in the guarantee of loans to students 
of pediatric medicine would require, of ^course, much greater aaoxmts 
than tifce actual expenditures for serviclie In any one year shoim lii 
Table 14. So»e illustrative estimates of the aggregate amount of 
loan funds that might be required to be guaranteed for students of 
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podiatric medicine were 'made by the study staff, based upon assunptions 
used elsewhefe in this report on the nuiAer of students expected to be 
enrolled in the future, the number of i5tudcnts expected to borrow, and 
the amount expected to be borrowed per student to meet education 
costs. The figures are in the tabl6 that follows: 

Table 15 

Estimated Amount of Guaranteed Loans Required 
By Deferred Cost of Education Plan 
For Students of Podiatric Medicine 



1977 - 1983 











Cumulative Amount of Loans 
Required 


Academic 
Year 


Number of 

Students 

Enrolled 

. for DPM 

1 Degree 




Average ' 
Tuition 
and Fees 


Average 
Tuition, 
Fees, Room, 
Board, and 
Books 


To Cover 
100 Percent 
of Tuition 
and 
Fees 


T.O Cover 100 
Percent of 

Tuition, Fees, 
Rooa, Board, 
and Books 










(In millfons of dollars) 


1976-77 


2,219 


$ 4,000 


$ 8,330 $ 8.9 


$ 18.5 


1977-78 


.2,406 


5,000 


9,620 


20.9 


41.6 


1978-79- 


2,530 


6,400 


11,310 


37.1 


70.2 


1979-80 ' 


2,601 


8,100 


13,330 


• 58.2 


\l04.9 


, 1980-81 


2,648 


10,000 


15,575 


84.6 




1981-82 


2,708 . 


12,200 


18, U5 
20,820 


117.7 - 


195.2 


1982-83 


2,716 


14,5QP 


157.1 


251.7 



' Source: Estimates by the Academy study staff, December 1975. 



_ Although Xhe amount of guarjmteed loans required to cover 100 

percept Of tuition and fees for the next seven* years ($157 million) , 
or 100 percent of the tuition aiyl fees plu^room, board, and books 
($252 million), seems large ||^co^>ari8on to amounts previously in- 
volved in the Health Prof esslMs Student toan Program, a more relevant 
comparison is with the amounts involved in other government lending plans . 
.designed to surmount Important bartHers to educational opportunity. The 
most comparable situation is the Guaranteed Student Loan Program f<5r under- 
graduate students (see Appendix C) . Started in 1966 and .iovolving both 

er|c "li. 
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federal and state guarantee agferici^s, that program had guaranteed 
$8 billion of student loans made by banks and other lending institu-- 
tions by 1975 as shown in the table that follows: 

Table 16 

Amount af Loans Outstanding in the 
Govemmei^t Guaranteed Student Loan Program 



1966 - 1975 



End of 




Clscal Year 


Amount 


1966 


$ 77,000,000 


1968 


762,000,000 


1970 ■ 


2,288,000,000 


/ 1972 


4,634,000,000 . 


1974 


€,^73,000,000 


1975 


* 8,020,000,000 


Source: U.S. Office of Education, 


September 1975. 



The proposed loan program for students of podiatric medicine would 
be only a fraction in size of the government's largest guaranteed loan, 
program' and would be unlikely, therefore, to be^beyond the capacity of 
the lenders %rtio might be involved. 

6. How should students be involved In the operation of the deferred ' 
post of education plan? 

The study contract indicated that a portion of the analysis under- 
taken should include (a) "a consideration. of' student involvement lii 
college administrative functions and the limitations of that involve- 
ment;" (b) "a program for financial counseling of students, if determined 
necessary, as a result of ijq>].e«enting the plap;" and (c) **a procedure 
for involving students in determining the amount of loans to be made*" 

The plan proposed in this report Would make it necessary for 
Congress to establish the general characteristics of the loans ^o be' 
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made, designate an existing administrative agency to guarantee in- 
dividual loans for the govefttoent, indicate the institutions eligible 
to make the loans, specify the amount of loans that mig£it be made, 
the interest rate and other terms of tl^e loan, provida details of 
the repayment mechanism, and Authorize the designated 'administrative 
agency to prepare and publish rules and regulations under^ which the 
plan would operate. 

Agency officials no doub(^WDuld ask the colleges of podiatric 
medicine and fheir students for advice and counsel prior to the 
publication of the rules and regulations, and certainly would invite 
comments, on them between the time the preliminary version was prom- 
ulgated and the final version went into effect. This is standard 
government procedure. 

The standard procedure also would provide for* adequate participa- 
tion by students. Students of podiatric medicine already have 
established a national student orgcinizatidn which has been functioning 
and active for soafrpr^rs, and is supported by and affiliated with 
local student organf Nations on the campus of each college. These 
groups are capalfJ^r^Aj^jrcpt'esenting students in all discussions or 
policy-making me^^j^K^' about -student loans, the administrative 
arrangements or pAfradures with respect to loan^ or the operation of 
the colleges, pr determining the amount of loans to be made. No new 
or further arrangements would be required. 

A need does exist, however, for additkonal student -counseling 
and practice maxiagement. ed^^ation-^-by the colleges as discussed in 
Appendix F. If the proposed loan plan is adopted, the^^tolleges 
should undertake a con^rehensive program of counseling activities 
designed to help the students to: 

a) determine for -ihemseives befor^ beginning the 

podiatric medical education program whether i 
the amouift of time and money^required to earn 
the degree will be. a sound Investment for their 
future; 

«b) plaif an overall long-term financial program ^ 
based on their needs during college attendance 
and their probable financial needs and ejirning 
capacity after graduation; 

, c) make the best decisions possible during th^ 
period of professional education with regard 
to the financial emergencies or difficulties 
that might arise; 

d) make feasible plans for meeting after graduation 

and residency the fioancial obligations Incurred ^ 
during the professional education years; 



1 
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\) develop a thoroughly prepared plan for professional 
practice. 

In addition, colleges' of pediatric medicine an4 the state and 
national professional associations of podiatrists should give increas- 
ing attention to the students' luture needs as practitioners by: 



a) establishing continuing education courses on ' 
financial management and the management of a 
professional practice; 

b) organizing cooperative arrangements designed to 
help new practitioners find locally much of the 
pro f oosi ifeal and personal assistance, guidance, 
and .advice they need among the people who live 
and work nearby, preferably in theit own 
communities; 
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c) organizing local seminars, forums, and professional 
meetings, with programs aimed ^'at profyiding back- 
ground \on business economics, taxation, 'management, 
typical\ problems of | f inaifcing professional practice, 
. etc., as part of programs "providing technical and 
scienti^c information to the ^profession. 
* ~ 

Would the proposed' plan be acceptable internally to the 
colleges? 



The study staff\ checked the pldn proposed in this report from 
time to time as it w^ developed with representatives of the colleges 
and the students. Their reaction was, and is expected to continue to 
be, generally favorable because of (a) the great need for funds hy 
the colleges, (b) th^ need for loan assistance by the students, and 
(c) the lack of more attractive ^^lecfnatives. 

Midway during the cinirse of tfi^ study the American Associatio^n 
o¥ Colleges of Podiatrlc Medicine testified on health manpower ' 
legislation before the Subxiommittee on Health of the Committee on 
Labor and Public Welfare of the United States Senate, and recommended 
the plan proposed in this report saying: 

\ * » 

We strgngly recommend that the Senate Sub- 
committee oii Healtn adopt the approach 
recommended here fo^ new health manpower 
^legislation. 

This would provide a Wtchanism for adequately 
funding colleges of pediatric medicine through 
increased financial rei^ponslblllty by students 
who, when they enter pi^actice, will enjoy 
income levels among the\nation*s highest. 
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This plan, also recognizing fiscal constraints 
facing government, would require virtually no ♦ 
additional outlay of government funds unless 
it decided on a loan repayment aspect as a 
means of ameliorating geographic maldistribution . 
of podiatrists. « • i 

This plan, also acceptable to students of 
pediatric medicine, appears to us to provide 
Reasonable solutions for all , parties concerned: 
colleges, students, government, and, ultimately, 
society a^ a whole. 

The Association's statement was approved prior to its presenta- 
tion by all of the colleges of pediatric medicine and by the American 
atry Students' Association. Subsequent to its presentation, 
be statement received further circulation and was^ generally 
endorsed. i 

8. Would the program plan be acceptable externally, say, to potential 
lenders or to e^ucatorg in the health professions? ^ 

During the study the staff discussed the proposed plan with 
representatives of the Subcommittee on Student Loans of the American 
Bankers Association and representatives of the United Student Aid 
Funds, Inc., the largest private guarantor of student loans in the 
country. The persons t!:ontacted f;aVored guaranteed loans to students 
of pediatric medicine as long as the loans carry a competitive rate of 
interest as proposed in this report. 

The potential lenders used the opportunity to observe that 
previous government loan plans did not carry competitive rates of ^ 
interest and had to. be supplemented by payments made under special 
legislation. On many occasions, the return was not adequate to com- 
pensate the lender for the cost of money, the administrative' activities,' 
and the risk. 

The study staff and the Association also' discussed' the plan with 
representatives of other health professions educational groups. 
Representatives of the medicine, osteopathj-cj medicine, and dentistry 
professions preferred the plan being proposed for them, by the 
Administration which included continued capitation, and a favorable 
lending program. In response to reservations about the plan expressed 
by the Association of American Medical Colleges, the American Association 
of Colleges of Podiatric Medicine replied: 

We agree with many of th'fe reservations which 
'you have about this program. ^ We share those ^ 
reservations and have our fingers crossed about . ^ 
• the ultimate outcome should the program be .Imple- 
mented. 
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Perhaps what you don*t tinder stand is the 
extent of our dire needs, both for the col- 
leges and the students. Were the community of 
medical colleges to have the degree of financial 
. need which colleges of podiatric medicine cur- 
rently experience, perhaps you too wbuld be 
sticking your neck out in a desperate attempt 
to resolve the dilemma. As two examples, not 
only is the level of capitation for podiatry 
very low, it is threatened with a three-year 
pnas^ out, and podiatry students, although 
eligible, currently are not receiving National 
\ Health Service Corps scholarships. 

9. Does the-t^ropos^ plan involve any unique-^egal problems? 

f The stu^y contract ind icated t hat a portion of the analysis 
undertaken by \the staff should include a consideration* of the legal 
problems that iliight arise in connection with the esfablishment or 
the regular operation of the plan. 

As indicated Wrlier, the plan proposed in this report closely 
follows the pattern pf other student loan ^programs established by 
the Federal Government . The rules and regulations promulgated for 
these plans clearly span the broad range of the Federal Government's 
legal interests. Federal agencies have, for example, already 
examined the legal implications of and surmounted the obstacles 
involved in federal guarantees of loans to students of podiatric 
medicine, federal arrangements for students to^serve in unc^erserved 
areas in return for loan repayment by the Secretary- of Health, 
Education, and Welfare, federal determination of the terms, conditions, 
and procedures under which the loans are to be made, the interest rate 
to be charged, the collection terms, default determination, etc. 

In the study staff's opinion, the proposed plan does not include 
any new provisions for wl:^ch a special analysis is required of the 
legal implications for the Federal-6^er|in^nt. ^ 

However, legal problems may arise in some states where the usury 
lavs may prevent the making of loans for the period proposed In the 
plan in this report at an interest rate equivalent to the three-months 
Treasury bill rate plus three percent. The laws that govern 'lending and 
interest rates and the determi^Ation of what constitutes usury differ 
id each^f the fifty sta^tes. Variations also exist with respect to 
the specific categories of loans thai may be involved; for example, 
the laws are differernt' with respect-* to small loan$, installment loans, 
automobile loans, cqmmerciial loans, mortgage loans, etc. (see 
Appendix H for further details), • * — 
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10. What would happen If appropriations for loan repayments were 
inadequate 16 cover the outstanding ^debts of * those new 
practitioners who wished to provide service under their 
contracts with the government? 

If appropriations were inadequate to cover the repayment of all or 
a portion of the debts of those who wished tp serve in underserved 
areas, the Secretary of Health, Educaftlon, and Welfare, would have to 
establish a priority list. This lls^ could establish priorities with 
respect to either (a) the classes of students who would be allowed 
to provide servige, or (b) the underserved areas which would be pro- 
vided service first, or (c) the maximum amount that could be considered 
for repayment for any individual student. 

Inadequate appropriations might also require the extension of 
the maturities for the refinancing of the debts of those to whom the 
option of repayment for^service were denied. Few new practitioners 
would be able to repay their obligations in cash within three years 
a{ter the completion of their residencies, but they might be able to 
manage repaymeftit qixile adequately if the maturities were spread over. 
15 to 20 years. 

The Deferred Cost of Education Plan proposed in this report / 
assumes that Congress will recognize the need for providing podlatrlc 
medical service in underservecT areas and will authorize the Secretary 
6f Health, Education, and Welfare to make the necessary arrangements. 
Obviously, no session of Congress sitting during the next year or two 
could commit the actions of a session of Congress five to ten years 
hence. Nevertheless, the study staff believes that Congress will 
note that podlatric medical services are required in many underserved 
areas in this country; and that the proposed plan would provide a 
mechanism for obtaining and providing those services in adequate 
quantity and of high quality within a foreseeable period of time. 
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IV. Alternative Plans* 



The study staff- prepared four alternative, deferred cost of 
education plans which could 1je 'considered in th^ eveat that ttte pldn 
proposed in Chapter, ITJ of this report was not implen^gnted. 

Alternative plan //I would be to establish k' i^evolving student 
loan fund with a private guarantor organization (suchas United Student 
Aid Funds, Inc.). .A College Security Fund would;be created as a fi- 
nancial base 'to secure from lending institutions as npich as ten times 
the amount 6f the fund in student loans. The Federal Government would • 
pVovide.in lieu of capitatf^- grants startup funds totaling say, $7 
million over five years, which wotifd make .available $70 million in 
Student loans (assuming that the security fund could generate ten ^ 
times its amount in student loans). • < 

• • 

Alternative plan #2 is nearly the same as alternative plan #1 , 
with the principal exception that the College Security Fund would be 
"established with contributions from private donors, foundations, state 
governments; and funds from the internal operations of the colleges. 

• Alternative plan #3 would be tg^ amend. the present Guaranteed 
StHdent Loan Program with respect i^o health professions students as 
follows: (1) raise the borrowing limit to $25,000 (from the $10,000 
now existing, which incl'udes l/an.s incurred for undergraduate educa- 
tion) ' (2) raise the maximum rate of interest chargeable to students 
from seven percent to eight percent; (3) increase from three percent , 
to four percent the maximum amount, of the special allowance paid by 
the U.S. Treasury as a partial interest subsidy on guaranteed student 
loans; and (4) extend the -grace period to three years (from the exist- 
ing one yeaif period after the borrower ceases to be a full-time student) 
in order to allow enough tin»e f or^residertcy training and establishment 
of a practioe. 

Alternative plan #4 would' be to expand the existing, rfealth 
•'professions Student Loan Program as follows: (1) raise the borrowing 
limit to a maximym of '$7,000 per academic year," or the amount/of 
financial neetl, v^lchever'is less; (2). libefalize substantially the 
heeds fotmul^; (3) ^increase the grace period until three years after 
graduation or the student ceases to be enrolled full-time; and (4) 
establish the pydgram as an entitlement* to funjled each year in 
the aggregate amount necessary to cover the loan -requirements of all 
the students according to their needd as determined by the needs 
analysis formula. ' , , " * 

%f • ' 

Each of these alternatives- is a viablfe plan. - Any one <^f them 
would serve as a major step toward solving the problem of -financing 
podiatric medical education because each one neets the basic objectives 
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of a deferred cost plan by permitting: 

• . the colleges to increase tuition enough to obtain 
* • c.. ^ sta!5le financial basis for current operations 

' and to plan and ^*fe%nt needed improvements in 

program ((Uality with Ikss dependence upon federal 
financing; 

• the students to obtain a substantial increase in - 
funds tor finance their educational costs; 

• the government to obtain a substantial increase 

in the health care services provided by podiatrists 
in underserved areas (because tnore graduates would 
. be infl^ced to practice in those areas as a result 
' increased .^ount of borrowing available which 

would be repaid by the Secretary of Health, Education, 
and Welfare for services rendered) . / 

* I' ' 

However, in the opinion of the^ Association, the Fanel,'and thi 
staidy staff, the plan recommended in Chapter III off^s a more / 
effective solution td the problems of financing podi^tric medical 
education and is, therefore, the one recommended for/ adopt ion. ^ 

Further Details / * 

The implementation of the recommended new financing plan, as 
noted in Chapter III, would require a number of/actions by various 
groups, including Congress, appropriate Federal Government agencies. 
United Student Aid Funds, Inc., the Student l/oan Marketing Associatioi 
the colleges of podiatric medicine, knd perhaps others. However, the 
failure of any of these groups to take the required actions should 
not be allowed to become an obstacle that would block the implementa- 
tion of a needed new financing plan. 

Many alternatives for financing podiatric medical education 
were considered by the study staff as it proceeded to develop a plan. 
Some were rejected undesirable, inadequate, or unworkable, or 
unlikely to be acceptable by the parties to be involved, i,e., 
government, lending instituti^ons, the students, the profession, etc. 
In this section tfie four workable altjernative plans are presented 
and discussed and compared with the plan recommended in Chapter ui. 

' * ♦ " *• 

• Some duplication in the descriptions of each of the plans has ^ 
4>een included^ in tjie discussion in order to provide complete Informa- 
tion on each plan* ' , * * 
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' Alternative plan //I for fina ncing podiatrlc 
medical education 

The essential characteristics of alternative plan //I are a§ , 
follows '• g • ' 

^ ' 1) Federal, legislation would be enacted to provide $7 million over 
a period of five years, in lieu of capitation grants, to enable 
the colleges of podiatric medicine to establish a perpetual 
student loan fund. The funds woul4 be deposited with a private 
"guarantor" organization (such as United Student Aid Funds, Inc.) 
to create -a College Security Fund that would make available 
$70 million in student I'bans'. That amount would b« allocated 
pro rata ajccording Cq enrollment to each of the colleges for 
loans to its students". 

2) Under this plan, every student enre^lled in a college of podiatric 
^ medicine for a doctoral (DPM) degree would be eligible to borrow 

each semester an amount equal. to the cost of tuition and fees. 
However, if the amount availahle in the College Security Fund 
were less than the amount of loans required in any semester, 
loans would be made first to needy students in the order bf 
their highest priority. " . 

3) The lender would be groups of banks or insurance companies 
whose funds w6uld be administered through United- Student Aid 
Funds, Inc./, or a similar independent organization. 

4) The amounts borrowed would be evidenced by notes signed by the 
student and by the authorized dfficial of the guarantor organiza- 

♦ tion. The notes would bear a rate of interest that would make 
the loans competitive with other ^ investment opportunities of- . ^ 
the lender (say, the three-months U.S. Treasury bill rate plug * 
three percent) plus charges for life and disability insurance. 

A fee equal to one-half of one percent of the outstanding 
principal balance of each loan would be tharged to establish 
a guarantee fund in the name of each coilege to cover defaults 
by its students. In the event and to the extent that payments 
on defaulted loans from the guarantee fund exceeded the amount 
of the fund, papnent of , defaulted loans would be coveted by 
the College Security Fund. Each college woul^be responsible 
for replacing^ any funds used in this manner. 

The principal of the notes plus the aceumulated co.st o-f insurance, 
guarantee fees, ^d^rued interest would be payable in 20 equal 
annual installment beginning at the, fend of the first year after 
the student receives the DPM degree, ^cease8 to be a; full-time 
'student, or completes an accredited p6stgraduate education 
program inc-ltMilng residencies. / 



5) 



6) 
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7) The Federal Government would provide, through the existin'g program 
* of agreements with the Secretary of Health, Educatit^u, and Welfare 
opportunities for graduates to serve in shortage areas, and to 
have up to 85 percent of their loans repaid by ^he F^eral 
Government for three consecutive years of service. These programs 
would continue to be off^ed at the option of the Secretary. 

/ 8) The notes signed by the student would'bc accompanied by a life 
' ani^- disability insurance policy equal to the face amount of the 

loan outstanding plus^the a cfflm ulated interest, cost' of insurance, 
. and service fee. - 

9) The student would be entitled to repay in cash any part or the 

fuj.1 amount of the notes and the accumulated charges and interest . 

with no penalty foij prepayment. 

,f * - — ' 

10) The amount deposited in the College Security Fund by the U.S. 
' Government would be a loan in perpetuity as long as the plan 

w^ continued, but would be refunded to the government in the 
event the plan was abandoned and the funds were no Ipnger re- 
quired as reserves for outstanding loans. Unused funds r^maininjg 
« in the guarantee fund of each college would be contributed to the 
college when no longer required for guarantee of oytstanding loans 

11) Earnings from interest^ on the amounts deposited in the College 
Security Fund would^ be used to cover the administrative costs 
of operating the loan program. ' ^ • i 

12) Deferment of payment could be arranged at the discretijon of the 
lending institution and United Student Aid Funds, Inc. for periods 
of active mil;itary service, service in ACTIOJl, Peace Corps, VISTA, 

. or the National Health Service Corps. Alternatively, Congress^ 
j:ould choose\^o qualify such service for repa3nnent of the loans ^ 
by the Federal Government in a manner similar to the provisions 
for practicing in a shortage area. ' ^ 



13) Congress could provide for repayment of loans in extreme* hard- . 
ship cases (such as a student from a low-income or disadvantaged 
family c who "failed to complete the podiatric ^e^ical education 
program, was. in exceptionally needy circumstances, and could not 
be .expected*^to resume study within three years). * 

i» * * 

AlternatiV(e man //I is based on 'a nuirf>er of assumptions, some of 

which, if correct,! would make it acceptable as an alternative to the 

plan recpti^ende^ in Chapter ^£1. The assumptions are as follows: 

*i / t ^ ' » * 

1) Jhe 'Federal Goyeirnment would^prefer not to expaiid / 
Its connltment to paj^ for podlatric medical services 
/ in /<mderserved areal beyond^ the scope of ^the prpvisions 
/ off existing -law. ' 



2> The federal Government would ptefer not to be involved 
in student loan guarantees. 

3) * The Federal Government woiild be willing 'to provide the 
-start-up funds in lieu of capitation grants, despite 
proposed plans for'^hasing out capitation grants. 

A) The boards and presidents of the colleges of pediatric 
medicine would be willing to forego the chances of 
, 'obtaining continuous capitation grants over the next ^ 
five or more years. * * 

5) Lenders would make available* the. r\jece'ssary loan funds 
on the principle that the College Seturity Fund would 
provide adequ^« security for a total^ loan valume ten 
times the. amount^ of ihe* Fund. ^ ' . , 

• ^ » • • ' 

6) The United St^id^nt Aid Fojnds, Inc. would agree ^o 
participate m the proposed plan. * 

This- plan is modeled after an existing loan i>rQgran (the graduate 
and Professional School Loah Frogra[n) which Unit^ Student Aid Funds, 
Inc* has implemented ind opjera^ed successfully -for the' past, three . 
years. In 1^75, the Graduate and Pls^^ssional School Loato^^gram 
provided $7.3 million in new loans to stxidents of'iaedical, dental, , 
^law, and graduate business schools.* #^ 

If the United Student A^d Fuhds, Inc. were to follow the practice 
that it has already established for those students, the amotSttt^ depdsited 
in the proposed College Security Fund would support ten times the face 
a»oun^' in student loans. Jhe $7 ^million 'deposited ad security' on .1 
this basis would make available as much as $70 million in student lodxs. 
That amount,- when added to existing sources of financing, (govemmentf 
sponsored loans, privafceT^oans, etc./, . should be adequate to meet the 
needs of most of the students oyer the next five years. 

The disadvantages of alternative plan II which would make it less 
effective than tl\f ^lan re^fcnend^ in Chapter III are as follows: »^ 

\ . , . . ' . ' ' >^ 

1) The opportunity for graduates to have their education 

debts repaid by the Federal Government in retxim fj?r " ' . 
serving In undeserved areas Is less certain. Masay 
students might, of course, choose to enter into an 
agreement with the Secretary of Health, Education, ^ 
and Welfare, within the existing provisions of the law, 
to have uj .to 85 percent of their loans repaid by 
• the government In. return for three yef rs of profe^- 
. . slonal practice in ^'shortage area. There is, hovevprv 

_ •• .. ' ; 

* In January 1976, however, the United Student Aid Fund«,ftnc. advised 
potential participants that, the program w%s being curtailed due 
*to a drastit reduction in loan fund comidtment|r by Its p|^ipfl* 
' leskdef tnd was facing tcrminitlDn"altl*ataly fx nmm aottirlme ^ lo«a ; 
funds cotOdinot be arranged ^th lending institutions. ' ^ 



op assurance t^t^ thld optioa vlll continue to be 
available, (particular IV as the 'aaount of borrowing 
increases and aore students f>egin to exercise the 
/option, to havis their education d^bts repaid by the 
govern»ent'> Without such an opportunity^ the debt 
obligation, could be too greajt £or some 'graduates ' to 
aanage in private practice. ^ . . . 



2) The total amount Of available loan fundtf would be. ^ 
^ less and vo^l'd likely, have to be apportioned Iftmong^ 

{ the. students ba^ed tp some extent on need. , ""^ \: 



3) Federal funds (Jtovid^ for estiablishing tW College 
Security Fund %rould^b^' pufttlcien^ only for the f ir^t 
five years ^f operation>'of the^*ogranr Contixmatloa 
of the' iHTogr^ vould depeijd dn;ni^yier capitalization 
of the College Security ^UOd until it became ^a-^felf-^ 
^ sufficient revolving fund. - * 

«\ •4)* Lenders might not b^ willing to provide as aiuch as 
ten .times the College Security. Fuiul in lendable 
funds. • * 
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to partially offset some of these disadvantages^ an optional ' 
feature cpuld be incorporated .in the plan to perfld.t^ the colleges to 
#ra^fer funds adv^ced for the Health Prof ess lons'^'tean Program and , 
the' National pirect Stude^ Loan^Fbrc^am to the College (Security ' 
Ftmd. The aggregate amoubt of sticM fund« advanced to the colleges 
Imd'nov on de{K>sit or receivable frbm students is Wcfve than $3 million! 
la futur e^y^fs, assuming the Health Professions Loan Program would 
be continued at irresent' levels, moreYhdn $1 million could be added 
to, the College Security Fund each year. > 

• ^ ■ . I 

The optional feature would provldfe a more effective use of federal 
funds than at present. The amount: of funds now provided as capitation- 
grants <and Health Professions Loan funds if the o|^%ipnal 'feature 
we^e included) would be multiplied tenfold as tbe funds available to 
students as loans. 

Alternative plan #2 for 'financing 
pediatric medical educttioa 

ThJba plan ia nearly identical with alternative plan #1 except 
that the College Security Fund would be established with amounts 
raised from prif'ate donors^ foundations, state governments, and from 
Internal operations of the colleges rather than from dhe. Federal 
^overnMent. » \ i 

V 



65 



The disadv^tage of this plan is the uncertainty about whether an 
adequate toount of ^ney could be raised from those alternative sources 
.Nevertheless, the plan is noted as an alternative in the event no 
TCtion is taken by the Federal Govcmxftent to assist in estabXiahiag 
the^plan tecbiiiDaid€4 tti.this report* • • \\ * 

Altet^tive plans #1 and #2 could, ifi fact, be coii6ined<\Wth the 
federal fuiMs adtched by funds raised by the colleges^ therebt helping 
to as.sur-e^tK^^^-provision of ^ adequate a«ou6t of capita^l., \ 



>V '^A sxiamary of alternative plan #2 follows 



1) Funds would be raised from private donors, foundations, 
>^ state ^governments,, and from internal oj^erations of the 

colleges pediatric medicine^ establish a revolving 
- " r^I^tttdent loan fund. The amount raised, say $5 million 
"•X > oV^er a period of t^, would be deposited with a private 

"guarantor" organisation (such as United Student Aid 
Funds, Inc.) to cr^te a College Security Fund that 
wuld make available $50 million in student loans. 
That amount wuld be allocated, pro rata according to 
enrollment* to eacb of the colleges for loans to its 
students. 

2) Under this plan, every student enrolled in a college of 
pediatric medicine for a doctoral (DPM) degree would be 
eligible to borrow each semester an amount equal to the ^ 
cost of tuition and fees. However, if the amoxrnt 
available in the College Security F\md%were less than 
^the total amount of loans -requested in any semester, 

the loans made to each student , would be reduced pr» ^ 
rata* ' ^ - - . 

3) Jhe^ lendeif would be groups of banks or insurance conanies 
whose funds would be ^administered through. United Stuient 
Aid Funds, Inc., or a similar independent organizatiot^. 

. ' \ 

4) The amounts borrowed would be evidenced by nof e^aigned ^ 
by the student and by the authorized official of the f 
guarantor organization^ The notes would bear a rate of . 
Interest that would make the loans competitive with 
other investment opportuhities of the lender (say the, 
three-months U.S. Treasury bill rate plus three percent), 
plus charges for life and (Usability Insurance. / 

» • 

5) A fee equal to one-half of one percent of the outstanding 
i principal balance of each loan would be charged .to es- 
tablish a guarantee fund in the name of each college to 
cover defaults b|J its students. In the event and to the 
extent that payafents on defaulted loans from the 
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^ , . guar aaa tee fund exceeded the aaount of the fund, payment 

of defaulted loans would be covered by the College Security 
Fund. Each college would be responsible for replacing any 
funds ured In thl« manner. 

6) The principal. of the notes plus ithe accumulated cost of 
insurance and guarantee fees and\ accrued Interest would 
be payable I in ^0 equal installmeAts beginning at the 
end of the^irst year after the atudent receives the 
DPM degree, ceases to be a full-time student, or com- 
pletes an accredited postgraduateleducation program 
%rtilch includes residencies. \ 

» 

7) The Federal Government wou|d provide, through the existing 
program of agreements with the Secretary pf Health, 
Education, and Welfare, opportunities for gradtiates to 
serve in a' shortage a/ea, and to have up to 85 ^ptce^^^ 
of their loans repaid by the Federal Governaeat for 

. three consecutive years of service. These programs 
would continue to be offered at the option of the 
Secretary of Health, Education, ^md Welfare. 

8) The notes signed by the student would be accompanied by 
a life and disability insurance policy, the face. amount 
of whicji would equal the amount of the loan, plus ac^ 
cumulated interest, cost of insur2mce, and service fee. 

9) The student would be entitled to repay in cash any 

part or the full amount (>f the notes and the accismularted 
charges and interest with no penalty for prepayment. 

10) In th(e event that the pl£m\?ere abandoned, any amount 

in the College Security FuncT^ot required for seci^B;ing. ' 
outstanding loans would be retimed to the colleges pro 
rata according to the amount originally raised by each 
college. A gift of the* £ro rata amount of the funds 
raised otherwise would be made to the Fuai foTTodiatry 
Education and ^search. Unused funds .remaining in each 
collegers guarantee fui^ would be contributed to th^ 
college %rhen no longer required for guarantee of out- 
standing loans* . . , \ 

^mlngs from Interest on the amounts dep&sited In the 
College Security Fund would be used^ to cover the ad- 
mljiistrative costs of operating the loan program. 

Deferment of payment could be arranged at .the discretion 
of the lending Instittitlon and United Student Aid I^n^s, 
Inc. for periods pf active military service, service in 
ACTION ,^Peacf Cotp8, VISTA, or -the National Healtf 
Service Corps. Altertetlvely» Con^^eaa could chqfbae t^ 

• . J 
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qualify such service for repayment of the loans by the 
Jedegral Government in a manner similar to the provisions 
for practicing in a shortage area. 

13) Congress could provide for repayment of loans in extreme 
hardship cases (such as a student from a low-income or 
di^dvantaged family who failed to complete the pediatric 
medical education program, was in exceptionally needy 
circumstances, and could not be expected to resume study 
within three years). 



Alternative plan #3 for financing 

oodiatric medical education ^ 

I This plan would amend the present Guaranteed Student Loan Program 
in such a way that the needs of pediatric medical students would be 
adequately met. The major advantage would be to avoid creating a 
new program specifically for pediatric medical education by .amending 
existing legislation so that other health profession students also 
might benefit. A summary of the plan follows: 

1) Federal legislation would be enacted te atoend the 
Guaranteed Student Loan Progr» with respect to 
health professions students as follows: (a) raise 
the borrowing limit to $25,000 (from the $10,000 
now existing*, which includes loans incurred for 
undergraduate education); (b)*raise the m a xi imi m 
rate of interest chargeable to students to eight 
percent (from the present seven percent); (c) 
Increase the special allowance (serving as a 
partial Interest subsidy) paid by the U.S. 
Treasury on Guaranteed Student Loans from the 
present yf^^ imm of three percent to a max±i6um 

of four percent; and (d) extend the gr^e period 
to three years (from the existing one year after 
the borrower ceases to be a full-time student) 
in order to allow enough time for residency 
training and .establishing practice. 

2) Under this plan, every student enrolled in a callege 
of, pediatric medicine for a doctoral (BPM) degree 
ccnild borrow each year up to $5,000 to^defray all 
or a part of the cost of professional education. 

^ 3) The lenders wuld be individual banks and other 
eligible lending Institutions according to the * 
pYovlslons of the present Guaranteed Student Loan 
Prograa. 
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4) The amoiints borrowed would be evidenced bv notes 
signed by the students and Insur^ by thorPedera^l ^ 
Government after having b^en guaranteed ^y a s^^Ce ^ 
agency or an lndei>^ndent nonprofit organization such 
as United Student Aid PitfMs, Inc. The notes TOuld 
bear eight percent intrerest to be paid bj^-the student 
which vould be suppjr^mented (up to,^f<nifpercent^ In 

' addition) by the U.S. Trea^yT^ 

5) The principal of the notes would be payable In equal 
monthly Installments .over 'a period of five to ten 
years beginning at the end ofV^he grace period. J^)^ 

6) The Federal Govenunent would provide^^^^^hfough the 
^ -.existing program of agreement^^jwitfi the Secretary 

of Health, Education, and^i^lfaref" opportunities for 
graduates to serve in a shortage are^ and to have up 
to 85 percent of their loans repaid lyy the Federal 
Govemm^t f or *three consecutive y^rs of service. 
These opportunities would continue to be. offered at 
the option of the Secretary Health, Education, and 
Welfare. I , » 





7) The interest on the notes wouldj be payable by the 
student as it accruesTT However^ borrowers with ad- 
justed family income of "less than $15,000 would pay 
.4 only the interest on the first $2^000 of the loan 

amount until the repayment period began'. Thereafter,* 
-stnd&ts would be responsible for paying interes^t 
chargel^ on the full toount of the loan. 

0 

Student would be entitrled tA-^Mpay in. cash 'any 
parti or the full amoimt^.^of'^tfie notes without penalty 
for wrepayment .^^^--^^^^ - * 

9) An ui^lurimce^ premium amounting to no more; than one 
percent of the total loan amount outsj^dlng each 
year 'would be collected in advance hy the, lender 
from, the borrower under gujaranteed* progi^ams of 
state £tgencies or private organizations. 

"* ^ 
10) Full cancellation of a borrower *s unpaid loan balance 
would be' allowed for: i 

• death ^ 

• permanent and tota\ disability 
. • bankruptcy. 
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service in the Armed Fortes, Peace 
Corps, or VISTA (up to thVee years) - 
full-time study at an eligible 
school. 

\ 

The plan would be an acceptable alternative .because it would 
provide enough money for the colleges of podiatr^ '"^'^^^Jf J° ^"^^^.^^ 
ment the deferred cost concept. It. would not, h^ever. be as effective 
as the plan recommended in Chapter III because: 

• ~ The maximum amount a student could borrow ^puld be ; 
less^'tKan in the proposed plan, and might mt be 
sufficient to permit some students to cover their 
education costs (for example," those who have inade- 
quate funds from other sources). Furthermore* as 
costs ri^e each year the. loan ceilings would become 
/ more restrictive. (An additional feature could be 
included in the amended Guaranteed/ Student Loan 

^ Program to provide for automati^review of the loan 
ceilings at least as often as xTnce every three years 
and revision upward as necessary to cover increased 
levels of cost.) ' 

• The opportunity for g'^aduates to have their education 
' debts repaid by providing services in shortage areas 
is less certain; the debt obligation could be too - 
heavy for some students to manage by cash repayments. 



\ 

\ 



No additional provisions are made to reduce the risk 
of default and no funds are provided specif ica^y for 
the cost/ of -administering the program. (Although, 
defaults among graduates in podia trie medicine are 
not expected to be a serious prcAlem, added safe- 
guards might, be appr^pi^iate in view of the current - 
criticism of the Guaranteed Student Loan Program s 

rate of default.) , • ' an / 

* . '. - • ; '{■ 

-Some cost* to the government (e.g., interest subsidy) - 
would continue to be related to education rather than 
■directly to provision of medical services tq the 
'public. ^ '■ 



♦ ♦ 



Alternative plan //4 for financing 
pediatric medical education 

This pl^n^lso offers an alternative to creating a new program 
specifically for pediatric medical education by amending the existing 
Health Professions Loan Program. The needs of the students and col- 
leges of podia tjric medicine could be adequately met. Other health 
professions would benefit as well if that program were amended as 
proposed.' A summary of the plan follows: 

1) Federal legislation would be enacted to (a) raise 
' the borrowing limit under the Health Professions 

Sttident Loan Program to a maximum of $7,000 per 
academic year, or the ajootftit of financial need, . 
whichever is less; (b) (liberalize substantially 
• ^ ^ the needs formula; (c) / Increase the grace period 
until three years after graduation or the student 
ceases to be enrolled full-time; and (d) establish 
the program as an entitlement to be funded each 
year in the aggregate amount necessary to cover 
the loan requirements of all the students accord- 
^ ing to their needs as determined by the needs 

analysis formula. , 

2) Students enrolled in a college of pediatric medicine 
for a doctoral (DPM) degree who are in need (as 
determined by the needs analysis formula) would be 
en,titled to borrow fof professional education ex- 
penses each academic year. 

3) The lemiers would be th^ five colleges of podiatric 
medicine who would be required to provide one-nintlj 
of th^ fed^r^l allotment in' matching funds. 

A) The amotJints ^borrowed would be evidenced by notes 
signed by the student, bearing a three percent rate 
of "interest. 

i:^ 5) The principal of the- notes would be payable jover ten 
-^f years in equal or graduated annual installments 

. J \ beginning at the end of the grace period. 



^) The Federal Government would provide through the 
existing program ^f agreements with the Secretary 
of HeaJth, Educ.ation, arid Welfare, opportunities 
for graduates to serve in shortage areas, and to 
have up' to^ 85 percent of their loans repaid by the 
Federal Government for three consecutive years of 
service* ^ These opportunities would continue to be 

\ offered at the option of^e Secretary of Health, 
^dupaticfn., and Welfare.' 
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7) The Federal Government would waive Interest payments ^ 
until, the grace period had ended and during periods 

of de;ferment. 

8) ^he student would be entitled to repay in cash any 
part of the full amount of the notes with no penalty 
for prepayment. 

9) . Students who failed to. complete their health profes- 

sions studie^could'have their outstanding loans repaid 
by the Secretary of Health, Education, and Welfare if 
they: (1) were in exceptionally needy circumstances, 
(2) were from a low-income or disadvantaged family, 
and (3) could not be expected to resume study within 
two years. 

10) Full cancellation of a borrower's unpaid loan balance 
would be allowed for: 

• * « * 

• death . ' 

• permanent total^^isability 

• bankruptcy- , , * * 

ID' Repayment, of due could be deferred duriAg peripds ^ 

when the borrq^^^- . , ^ • 

• reentered (within the grace period) an 
eligible* health professions school for 

y full-time study; 

• performed full-time, active' duty in the 
Armed Forces, National bcean Survey, or 
U.S. Public Health Service, or served as^ 
a volunteer under the Peace Corps Act 
(up to three years); or, 

pursued advanced professional training of 
at least orte academic year beyond the first 
professional degree, including internshlpd 
*- and residencies. 

^e ^Iealth Professions Loan Program, if revised as. proposed above^ 
would serve as an effective means of "financing podiatrjx medical 
educition. However, ^ the amount of the financing needed jttight make 
this plan unacceptable to the Federal Government. The plan would 
require a substantial increase in federal appropriations annually 
tof Mveral years to provide fully the amount of loan funds needed 
for students in pediatric medicine and other health professiona. 
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Furthermore, this plan would involve a far less productive use 
of capital than alternative plan #1. One-tenth of the amount of 
federal funds needed to establish plan #4* could achieve the same 
result by establishing the College Security Fund^as proposed in 
alternative plan #1. 

There is nq assurance either that the colleges would, ire able 
to raise the amount of funds needed to meet the one-n>nth matching 
requirement in this plan. In this regard the plan is no better than 
alternative plan #2 which would have the colleges raise- one-^tenth 
of the total a%3unt of loan funds needed but would requirer no^ federal 
funds. ^ ^ 

Plan #4, compared to the r^coin^nded j)lan9 also woulH have 
several of the disadvantages not^d previously for the other alterna- 
tive plans; that is: * ' ' 



• federal funds woiild continue to be focused on educq- - 
tion rather thati directly on^the provision of health 
care for the public; 

• xxhe Federal Government would continue to assume the 

potential cost of defaults; 

• no fuftds would be provided for administering the 
program. (The program would continue t^ be admin- 

' Istered by the colleges which have neither ad^iquate - 
staff nor experience for the initiation, follow-up, 
and collection of loans); 

• provisions foj^graduates to have a substantial part 
of their education 'debts repaid by «the go^rnment 
by agreeing to serve in shortage areaj^»^iii6uld be 

. less certain; 

• the loan ceilings would be Isubstantia^ly lower than 
the students' full cost of education and yould become 
more restrl^ctive as costs rose' in the future. 

' ' ' \ 

Furthermore, this pla^ would serve only those students who could 
demonstrate need. Altiiipugh the needs analysis fotmula, would be sub- 
stantially liberalized, many students could be expect^ to have . 
borrowing needs- that would not be met. , ^* 1 

.However, studtots who qualified for loana^. under ^thi^ plati would 
realize a substantival benefiit in reduced intere|t expense. Loans 
under this plan would accrue no intereat during the school years or 
periods of deferment for residencies, internships, ad^anced^ prof es- 
sional education, military service, etc. The rate of Interest ac-^ 
cruing during the repayment period \^uld be onl^f three percent per 
axmum. 
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Comparlsoii of alternatflve plans ^ 

The chart in Appendix L suiltaarizp an4 compares the alternative 
plans with the plan recommended in this report. 




1 
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Append i^x A'^ 



Long-Range Planning Projections for the Five 

private Colleges of Pediatric Mcfdicine > 

Prepared by the Academy's Staff 

December 1975 , ^ ! . 

. For a number of years the five private colleges of pediatric 
medicine have included projections of their enrollments, graduates, 
* incomes',' expenditures, student-aid needs% etc., in the statistical 
-V backup for proposals for various types of financial support. These 
' projections provided th^ Academy's study staff with a quick insight ' 
, iny the situation at each of the colleges ii^volved. The study s.taf f • 
foi^d, however, that: , , 

• Each of \the projections was made fo^: a 
special purpose and was based on as^ump- 

' " tions related primarily, to that p\frpose\ 

- . • ^ 

• No consistent pattern ^was" followed by the 
^ various colleges with re'spect to the 

assumptions made or the period of t-ime 
covered; as a result the data* prepared by 
each college could not be combined into 
totals for all the colleges. , , . 

-» ° ^ 

• Past projections are now obsolete because 

/ of changing circumstances^ neither the • > 
' a^ssumptions made nor the figures reported 
^ ntave been upcffted. * • ' c 

> A new s,et of long-fange planning projectiotis 
' . 5^ was required for the present study. 

Atcprdingly, during the, period prior to the preparation of this ^ 
report, thfe Academy, staff asked the colleges to p^ovid^istorical 
data and to m^ke suggestions oa the basis of a uniform set x)f 
assumptions for projections^ to 1983. The daia were. then combined 
and w^re used by the staff as a portion of/ the background for ihaking, 
t^h^ Academy •s own projections. ' 

ju-^ , • ] . ' * • 

/ In making the {projections, the staf f , u*ied assumptions that were 
Wsonable in %he light of the. present and prospective state of the 
Itional economy, the need for well-trained professional personnel in 
Sklatriiliifedicine, rfnd the objectives and future plans of each of 
th^Voljleges as submitted to^and evaluated by the staff. The staff 
toade' the final decisions on assumptions and projections with the ^ 
approval o^ ^he Advisorv Pjinel and takes the erftire responsibility 

- / ' ' 
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for the projections which follow. The estimates for the academic 
years 1976 to 4983 are to be regarded as the "Academy projections 
based on Academy assumptions and, therefore, not those of the 
individual colleges or of the American Association pf Colleges of 
Pediatric Medlpine. 

Of course, no one can guarantee the validity of 'the assumptions 
which were utilized for these projections. Only time will tell how 
reasonable they are. Modifications are to be expected in the years 
ahead as circumstances change and the data are updated. 
r * :f . 

Briefly, the projections assumed that by 1982-83 the objectives 
of the five colljegeis would be' the following: 

1) to enroll a total of 2,834 degree-credit students; 

2) to reach an average faculty compensation th*t is 
within 90 percer^^^ the average compensation of 
medical college nlHI-ty; and 



3)' to be* able to charge a tuition r^ate adequate to 
- balance the budget at each college after first 
estimating *total expenditures, and then estimating* 
all other sources of revenue. \ 

A summary of net expend itureiT per st4,ident as projected by the 
staff to 1982-83 and the average tuition and fees per student re- 
quired to meet these expenditures are as follows: 



r i 



^ 



V 



'•r 



i 
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Table 17 

»'* . ■ • 

Number of Students, Net Exi»^itures Pet Student, 
and Average Tuition and Fees Per Student at 
Colleges of Pediatric Medicine' 

• 197(J - :^^83 




jucteiuic 

;M»Year 



Number of 
Degree 
Cred it 
Students 



Actxial 

1969-70 ' 1,095 

1974- 75 ' 1,849 

Projected 

1975- 76 . 2,076 

1976- 77 - 2,240 

1977- 78 ' 2,450 

1978- 79^ 2,592, 
• 1V9-86 2,684 

1980- 81 «- 

. A - 2,736 

B 2,736 

1981- 82 , 2,811 
19&2-83 2,&34' 



Net- Expenditure 

Per Student 
By the Colleges 


' Average Tuition 
and Fees ^ 
J»er, Student « ' 

/ " 


Amount 


' Percentage 

Increase 
Over 1974-75 


Awount 


Percentage 
/ Increase 
Over 1974-75 


$3,401 
6,362 




y 

.$1,366 
3.014. 


-* 


6,900 
7,600 
8,400 
9,400 
10,500 


87. 
1.9 
■32 
48 
. 65 


3,350 
4,0'00 ■ 
' 5,000 
6,A00 
8,100 


11% 
33 

66 - 
112 
169 


12,500 
12,%00 
14,800 
17,100 


96 
96 

133 

169 ~ ' 


10,000 
,12,000 
12,200 
14; 500 


232 
298 

; 305 
- 381 



Not^: 



Proiecnon A assumes unau — ^--k ^ 
pattern of the past five years and U.S. Government grants will be 
about the same per student as in 1975. 

Projection B assumes that expenditure trends will follow the 
• Stern of the past five, ye^rs and U.S.. Government grants will be 
S^scontinued. af the. Secretary of Heal tT^.^p ducat ion, and Welfare 
has proposed. 

Fteht tables that sunmarize" the historipal data assembled from the . 
^ol'l^g f and projection, made by the Academy staf 5 follow They are: 
table 18: AsWions; Table 19: Student and Degree Bata; Table 20: - 
FacultiData- Table 21: Data on Operating Revenues; Table ?2: Data on 
n !^.iin^ Ek^Wdltures- Table 23: Data, on Physical Plant Construction 
aS"?ier. c:riSl1rp:;iU Table 24: Data- on Assets a«f Liabilities;- 

and Table 25: Further Information on Student Aid. , 



9o 
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Table 18 

« Assuiiptions Entering Into the Projections 
For the Five Private Colleges of Podiatric Medicine 



Item 



Assumption 



1. Inflation 



2. Qxialiry 



3. Capitation 



InSIation can be exppcted to contirrue at the 
rate of six or seven percent a year, on the 
average, and will be one factor increasing 
the operating costs of colleges of podiatric 
medicine, as well as other private and public 
colleges and universities in the country. 

Collegeg^f podiatric medicine can be 
expected to continue their efforts to upgrade 
their^icademic program and their facilities 
throughout the period. Constant efforts will 
be made to increase the proportionate number 
of full-time faculty. 

The U.S. Congress can be expected to continue 
to authorize and appropriate some funds for 
capitation grants for colleges of podiatric 
medicine ^s well as for other colleges, ^ 
universities, and professional schools 
•^providing education for the ^health 'prof es- 
slons. However, the colleges of podiatric 
medicine will have to be prepared in the 
future (as they have been in the past) to 
finance their operating costs one way or 
another, regardless of the level of Federa 
Government funding available. 



Note: At the tima this appendix 
was prepared, no clear indication 
existed as to how long Congress 
would continue capitation* graots. 
In Ji^ 1^75, for example , the 
House conittee considering new 
health manpower legislation recom- 
mended capitation to 1980 for 
colleges providing health 



(continued) 
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Table 18 . ^ - ' 
(continued - 2) ' ' ' 


Assijmptions Entering Into the Projections 
For the Five" Private Colleges of Pod'ictric Medicine 


Item 


^ Assumption 



\ 



4. Now Sources of 
Funding 



Demand for New 

rtnancing 

Programs 



' field personnel, but with a levered 
amount in that year than p^reviously. 
In September 1975, Xhe Assistant 
Secretary for Health pf the Department 
of Health, Edudation ^ and Wel fare 
recoraqaended af sub^tantiai^^Wa^e down in 
capitation payments to colle'^es of 
pediatric medicine, from $400 in the 

. -fiscal year 1975 to $300 in the fiscal 
year 1976 to $200 in the fiscal year 
1977 and nothing thereafter. His 
recommendation was repeated in November 
1975 in letters from the Secretary of 
Health, Education, and Welfare to the 
Speaker of the House and the Presiden 
of the Senate. 

New and pos3ibly important sources of fc^ndin 
for private colleges of podiatric medlfcine 
may come into being ^.n the next few years 
(for example, capitation grants by /tate 
governments, contracts between the/state 
goverjiments and the individual institutions 
for the provision of educational/ services, 
etc.). Although these new sou/c^s 
funding are likely to be impo/tant Jfiiey .are 
not likely to finance more tnati a /mall 
proportion of the costs' of Education for 
podiatric medicine. 

Any sharp rise in the co4t of yfeducation for 
students in podiatric nfediciflfe for 
studen.ts in other pro/essToyal health 
fields, as well) can lie exp/cted to-be 
followed by a concf^ted dj&nand on govtemment 
officials by students' anil their fatailies 




(continued) 
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Table 18 
(contJ^ued - 3) u ^ 

Assumptions Entering Into the Projections ^ 
For the Five Private Colleges of^Podiatric Medicine 



.4 



Item 



Assui^tion 



6. .Need fur a 

Deferred Cost of 
Education Plan. 



for new loan and siholarship programs, * 
forgiveness provisjfpns, service corps 
opportunities, and ^ther meahs whereby 
financing of all educatiop costs out of 
curi^ent Ipcome can be avoided. 

A deferred cost of education plan along the 
lines proposed in the Academy's report is ^ 
essential for the future financing of the 
colleges o*f pediatric medicine and their 
students. * * 



Capacity of 
Students to 
Repay Loans 



Scholarships for. 
Keedy Students 



Students of pediatric medicine can expect 
adequate earnings from professional practice 
to repay education loans. reaching the levels » 
mentioned in this report; If a program of 
national health insurance is created and 
Involves changes in the pconomic pattern 
for practitioners in the^ health fields, 
it can be expected to include provisions 
for satisfying the education ^^an obligatioas 
incurred by podiatrists as vells^s by other 
types of health ptof esjsionals. 

Scholarship funds foj neeWy students (beyond 
the amounts available from 'loans) are the 
responsibility of donors recruited by the 
boards or the management executives of the 
colleges of pediatric medicine or of , , 
govemonent agencies* Scholarship funds are 
not the responsibility of financially 
able students, and should not be included 
in the portion of the operating budgets of 
the colleges which is financed by tuition 
;ind fees* 



Table 48 
•(continued - A) 

AssumptiooB Entering Into the Projections 
For the Five 'Private Colleges of Podiatric Medicine 



Item 



Assumption 



iO. Research Funds 



9. Private Fund-. , Private fund-raising will increase substan- 
^ * f Raising tially in the years ahead with the funds 

, directed mainly to new construction and 
tenovatioii, new equipment, endowment; and' ; 
scholarships. Private fund-raising , will not 
Be a substantial soutce of funds for the 
regular operating budge^tsi . ' " 

J ' ' ' 

Research for the'improved care of patienfs 
and for the adyandement of the profession 
can be expecte^ t^Q be carried on part- . . 

time by members of the faculties of the ^ 
colleges of oodiatric medicine/ By 1980 nearly 
,100 percent oi the costs involved, including 
overhead, will be financed by grants from 
-Federal Government rigencies (such as the 
National Institutes of Health), private 
corporati(®s , and other contributors. 
. 

The colleges can be expected to 'provide a 
X significant! anjpunt of public service in the 
future for ^|fh no compensation is provided. 
The cost of 'Ihis service*' is expected to 
be absorbed by the colleges- or their 
faculty members and 'administrative personnel 
within the funding available from sources 
other Xhan students. 

If , new colleges of podiatric medicine are 
established during the next feW years, or 
if \the school at the State University of 
New York at Stony Brook becomes operational, 
tixe number of students, and faculty involved 
and the budget comaitments are not lllcely 
to te large enough by 1983 t^ alter 

* (continued) 



11. 



Piiblic Service 
Activities 



12. 



New Colleges of 

Podiatric 

Medicine 



100 
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Table 18 ' 
(continued - 5) 

Assumptions Entering Into the Projectlops 
For the Five Private Colleges of Podlatrlc Medicine 



, * 

Item 


• » e * 

. * Assumption 






t 

significantly the trends shown In the 
tables in this Appendix. 


13. 


Cutrent Operating 
Budget 


Budgets will be balanced at each of the ' 
colleges each year, by the Imposition of 
tuition charges adequate to meet the 
difference between total operating 
expenditure and the amount obtainable from 
revenue sources other than students. 


14; 


Compensation of 


By 1982-83 compensation will reach an 



Faculty average that is within 90 percent of the 

average compensation of medical school 
\ ' • faculty, 

♦ 




TcVIt If 



D«et on St«dtttt^«ul D«|r«f« ttnzM kt 

' lHf-70 CO If$2-I3 



ERLC 







Ulacorlcal aod*-Curraftt 






Projacci,ona 










Uaa > 


1169-70'' 
• 1 


1974-75 


1975-76 


1976-77 


1977-79 




1979-80 


1980-81 


1981-82 


1982*83 


i. !fu«b«r of tcudtnct tarollc^ 
Fall StMloa: 


I- 




















a* 


Oafraa c^dic -acudaaca 




















- 




1 Flrae prof aaalonal 


1.099 


1.936 


, 2,059 


2,219 


2,406 


2,530 


2,601 


2,643 


2,708 


2.716 




2. Graduaca 


6 


7 


/ 


11 


16 


22 


27 


-27 


32 


37 




3. fodlacrlc aaatacaoc{ 
cachnolo|lac ^ 

4. °*' Total dagraa cradle 

studanca • 1.0^5 


1 

6 


10 


10 


- 29 


^- ^ 40 




61 


71 


81. 




1.3<^9 


2., (576 


1 

2,240 


2,45n 


2,592 


2,684 


2,736 


2.811 


2,*834 


' b. 


Raaldaaca, (ooc in 
graduaca dagraa 
proiraa) 


♦ 


15 


i4 


\^ 


* .19 * 


20 


23 


26 


28 


30 


c. 


Coneiaulnt aducaclon 
aeudanca 








160 


500 


590 


6^0 


* 665 


7^5 


775 




Total n\aabar of 
aeudanca anrollad 


'l.U3 


1.S64 


2.090 


2*356 


. 2,968 


3.192 


3.347 


* 


3.564 


' 3.639 


2. Typical aca4a«lc yaar 
cote for flriC profta- 
atonal da^raa acu4«Ttca: 












« 




- 




a« 


Tuition and faa'a 
(4-yaar baala) 




$3,014 


^3.350 


$ 4,000 


$ 5,000 


$ 6.400 


$ S.lOO 


$10,000 


$12,200 


$14,300 « 


> b. 


looka and a^ul^tu 


300 


425 


450 


480 


520 


550 


. . 580 


- 620 


660 


700 


c 


Koo« and board ) 


2.^0Q ' 


3,400 


3;600 


3,950 


4,100 


4,3^ 


4^650 


4,955 


5,275 


5,620 


d. 


Ochar paraonal \ 
(■InlMi) ^ \ 

Tocal coac 




S^.189 


^ 2.500 




2.950 


3.030 


hm 


3^440 


3.660 


3.100 




V 

$5.736 


' S^.900 


$11.005 


^2>47q 


$l4T3i# 


$^6.560 


$19,015 




$124,720 



J. !<u«bar of dasraa% and 



cardflcacaa irancad: 


\ 






















a. 


rlrac profeaalonal 
dagraa 


' 24* 


350 


496 


494 


542 


618 . 




,67* 


683 


697 




b. 


Maaeara da|raa/ 

/ 


3 


^ 4 


4 


6 


9 


if 


15 


20 


25 


30 






tachalor oV aclanca 
dagraa 


3A 


5' 


5 


3 


30 


35 


40 


* 40 


40 


40 




d. 


fodlacrlc aaalacanc 
cardflcaca 




6 


10 


. 10 r 


28 


. 40 ' 


56 


61 


. 71 

t 


tl 




a. 


Conclnulni aducaclon 
rdf Icaca 


?9 






' 100 


470 


550 


600 


625 


675 


725 




f . 


Othar (Ph.D.) 














1 


1 


1 


I , 






Rasldancy carclfl:acaa 


21 - 


11 


2i 


' 20 


* 23 


1% 


30 


30 


30 


35 




h. 
1. 


^fiorarv doccoracaa / 

/ 

local niAbar ^ 


2 

.08 ' 


4 


5 


6 


6 


6 


. 7 


7 


* . 1 


?• 




3^ 


'5^1 


639 


. 1^ 


V289 


I. 


1,4<>0 




1.^16 




— f 




















♦ 







Sour4%. Survay cdnduccad tha Acad«*y for Mucatioiral Oatalofaianc. IV&\ fw}«ctlona >ra tha r^afonalbillc* 
/ ' Acadairy'f fCudy ac4ff. ' i ' 



>t cHa 



» ft 



14 



^ Faculty Data for Flvi ?rlv>t« CollafM of ?o4Ucric ')1ftd\cin« 
l»6^70 eo l^l2-«3 • ' . ' 





Hiatorlcal and Currtac 


Froj.«cclofis 


r » 




Xtn 


1969-70 


1974-75 


1975*76 


. 1976-77 


1977^76 


X978-79 


I#79-iO 




' 19fl-i2 


1982-13 



faculty '(fuU-iTlM 
•t|ulvaUnt)' 





a*. 


•Profasaor 


21 > 


28 


'28- 


34 


39 


' 44 


49 


•'52 


56 


60 




b. 


AaiQciata prafaator 




36 


46 


53 


61 


69 


?5 


81 


* 87 


91 




c. 


Aaalttadc pro^aaaof 


25 


50 


55 


61 


70 


79 


88 ' 


93* 


99 


104 




dJ 


Inatnjctor 


21 


39 


52 


57^ 


*66 


74 


81 




•7 


96 




a. 


CllniciaQ 


^9 


11 


8 


11 


14 


IS' 


' 17 


22 


24* - 


25 




f. 


Laboratory attlat|iit 


2 


7 


^3 




18 


20 


?2 


2^ 


3^3 


37 




<• 


Raaldaac 


' 8 • 


*26 




i 29 


34 


35 


44 


;s 


46 


47^ 




h. 


SutTtotal. paid faculty 




197 


230 


26Q 


302 


336 ' 


376 ^ 


" 403 


432 


454 




I. 


'Jnpaid facuitvp 




-Ji 






41 




34 ' 


. _29 


26' 


23 

1 III 






Total facult;^y 


13V 


236 




302 


345 


■ 377 


410 


. 432 


458 


477 


2 


!lviU«r of f ilX-elat da|rat„ 
cradlt stvideata par full* 
"^^tl^a aqulvfflant facu>ty» 
^'^ILmhmr Cor fall aaaaion 


6.5 


7. a 


' 7.6 


H 7.4 


7a 


6.9 


1 

; 6.6 




6.2 7 


61.0 


3 


Avar«9« acadaalc yaar ' 
aalary of fxilUeiM 
faculcy by rank: 


\ * 


• 


(In^bouaaads of 


dollars) 














a. 

" ^ b. 


FrofaaVorjQl^' 
Aasoclata pr'^laaaor 


S18,5 
14.1 


924.3 
20.7 


S25.6 * 
21.1 


'$28.1 
23.4 


$30.8 
25.3 


$33.6 
27.6 


$36.6 

30. r 


$39.9 
32.8 


$43.4 
36.2 


$47.7 
39.8 




c. 


Ajiaistant profasaor ' 


10.6 


17.4 


-18.4 


19.9 


21.5 


23.5 


25.6 


27.9 


30.7' 


33.8 




d. 


Inatructor 


8.8 


13.5 


14.0 


14.5 


15^.1 


15.6 


16.4 


17.2 


If.l 


19.0 




a. 


Clinician ' ^ 


7.2 


18.0 


'l8.9 


19.6" 


20.3 . 


21.3 


^ 22.4 


23.5 . 


. 24.7 


25.9 




f. 


Laboratory attlttant 


5.7 - 


7.1 


7.6 


8. 7 


9.0 


'9.4 


9.8 


10.3 


10.8 


a*. 4 




S- 


tasldant (first ydar) 


4.2 . 


5.3 


5.8 


6.5 


6.8 


7.1 


\ i.i 


7.9 


6.4 


9.0 




h. 


K^aldant C«*coad yaar) 


4.8 


6.6 


7 1 


8.0 


8.3 


1.6 


" 9.0- 


v9.4 


9.9 




4. 


Avarasa «o«MftMeioa of 
fuXl-elAa aqulvalane 
faculty for acadaalC' yaar: 






(la thou«»nda of dollara) 














a* 


Salary 


$10.6. 


n5.r 


$16.7 


$18.7 


$20.6 


$22.7 


$24:9 


' $27.3 


$30.3* 


• 

$33.4 




. b. 


Frioft bameflca 


1.3 

1. 


2.*1 


. 2.5 


3.0 


3.7 


4.5 


5.5 


6.3 


7.3 


1.4 



5. Total Instictitiontfl axptndi- 
tura t%t co«paiiS4tion of 
taachin« faculty for 
^acsdamic yaar: 
# 

^ Salary 

b. Frffls*'^bao«fit« 



•f 



(to thouaaadt of dollar 

— •'- 7 • - 

Jl.07i $2,978 $3,846 $4«t67 56.23> $7;62l S9.^7«' 

^ 133 4,1s # 565 779. .1.122 i;526 2,062 



ni«004 $13,074 «15.1H^ 
2.53; 3a3« 3.r94« 



Saurofi ^Mrcy oonAjctad 



ictad y cba Acadaay W CdacaclaJL IteirftlaMat. 1975. ^ralacciM 
ft atM^ iitaff. > 



tlM TasFfBiUllit^ •t 



n 



194V70 t# 





llstorlc«l tod CarTMit 


- . " . "projection* 










1174-75 


l>7^4 


W7i-77 


l$7T-7l 


l»7l-ri 


*lf7»«80 

















I. UucA clonal lod («n«t«I 



(In 



Tulclo.*«R4>>f««« $1»W5 $'5.«4 $7,200 



^. GoT«raainc 

approprUttoot: 

*. * 

c. toiowMoc Incom' 

d. Fcl»«t |lft« 

a. Sponaorcd tMaardf ' 

1. Pttdaral Oovtraiiaftt 

2. Other 

{. aialc p<(«r*tlo!» 
|. iUl irfthar ^ . ' 
h. Tottl ramtoua* , 
.2.* !ftu4«i>t.»ld: ^> 

^a. Fadaral Covarwaac 

' *• 

b. Scata - " 
govr nB a n t 

Prlvata f^Ca aad 
|raat« - 

4. BndoMBiQt tacoaa 

a. Othar, tourcaa 

i. Total atudtac aid 

3. AuxllUrr aacarprlMf 

4. Or«ad Total - lavanuat' 



ehouaands dolUrt) , , 

$ #,300 ,$i2,wb .n7^,ooo fm.m' 



1,551 
•0' 


2,954 

. J7 


2»d40 
15 


3. 115 

' 15 


3.470 


3,545 


3, $15 
15 




> ^67 


415 


450 


450 


^ 500. 

t 


500 




94 


30 


100 - 


< 

150 


200 


2S0 


II 


30 


65 


100 


150 


too 




, I>4S4 ' 


1,9*3 


2.615 


3,ft;o 


^3.230 


'3,386 


3.600 




/ 95 












•4,4*5 


Il,0«4 


13,100 


14.340 


20.5P5 




30,750 


' 524 


8tl 


660 


640 






' 750 






710 


81 V 


935. 


1 1,000 


1,000 




10 


10 


10 


If 


■ 20 


. 20 






15 


' 15 


t 

15 


15 


15 






25 




V 25 


- 35 


-lil 


' . 531 


* 921 


1^20 


1,505 


1.645 


1,770 


1,820 



350 



*05,000 

4 



4,Gr35 

iso 



' 300 ^400 



300 



< 400 
' 4,100 

_i5a 

44.650 



20 
* 

l5 * 



20 

15' 



^ * ^ -Hi 
$5,24t 8 i^'.033 flA^rOO. 



450 _2ag _22i ^ ^ili- ^ 

<18.295 822.670 82^285 $31430 <lltitl ^LS^ 



$41, Am 



4ai3 

15 
600 

500 
500 
4^250 

*5I,600 

750 

I.OOO 

> - 20 
15 

1,820 



So«rca 
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Qitt Ob O^trttUg CxfM^lCurtt of cht 
riir« Colin** ot MUtrlc MlclM 

19(9-70 19I2<'I3 



• r 


Historic*! md Currtoc 


PtcjMCions ' 


^ . Itm 


1969^70 


1974-75 


1975-7* 


1974-77 , 


1977-71 




*197*.»0 


1910-11 


1911-12 


1912-13 



^ucAtioMl jmd 

Instruction *ad 
" daArtMQtsI rssssrch $I»558« 

b. S^qlllgM or s«f»r«t«lT 
"budtstsd rssMrch sad 

pro|r«s — 



c. ExttatloQ and 
public strvics 

a. Ubrsriss 

t. Physical plant 
■aintanaaca sad 
oparations 



(In thouModa of dollars) 
9 3.54i $ 4,085 



3. 

s 



f. Clinic oparations 

|. Ganaral adalnistrs- 
tiva and Institutional 
^xpanaa, s'tudanc 
sanricas, and itaff 
9^ banafita v 

f < 

h. Dabt sarrica \i 
jt- Total axpt- . \ . , 

c 

Studant aid. 

ta funds md can*"*^ ' atf-^-" 
av Granta 

b. Loana 

c. Total studant aid 
Auxiliary anterprisas 



118 

299 

1»100 

1,405 
4rW5 

10 

283 

. 580 
21 



296 

37 
548 



360 

100 
575 



1.110 1.518 
2.731» 3.3^5 



2.462 2.525 
" 373 560 
11,103 13.048 



15 
426 
624. 



670 
830 



1.065 1.500 
15 180 



Cran4' Total - Cxyandituras $5,206 $12,183 914.7^8 



Avaraga nat axf andituras 

par studant i^$3.40I $6,362 $6,900 



$ 5,335 


$ 8.445 


$12,120 


$17,110 


$22,690 


$29,470 


$35,520 


- 

400 


440 


500 


600 


700 


800 


1,000 


120 


130 


150 


IW 


180 


200 


200 


620 


790 


850 


900 


900 


900 


yvu 


2.020 


2.500 


2.750 


3 000 


1.250 


3.500 


3.750 


3.695 


3.805 


3.900 


4,000 


4.100 


4.200 


4.250 


^3il60 


3.420 


3.750 


4,000 


4. 300 


4.60a 


5.000 




850 


850 




850 




850 


16.215 


20.380 


24.870 


30.620 


36.970 


44.520 


51,470 


675 


, '5r 


:>a 


750 


750 


750 


750 


955* 


1.040 


1.14ft 


1.200 


1.200 


1.20a 


Li^OO 


1.630^ 


1.790 


1.890 


1.950 


1.950 


1.950 


1.950 




500 


525 


550 




- 600 


625 


$18,295 


$22,670 


$27,283 


$33,120 


$39,495 


$47,070 


$54,045 


(In dollara) 












$7; 600 


$8,400 


19.400 


no. 500 


$12,500 


$14,800 


$17,100 

















Sourca: Survay condactad by tha Acadt^ for Educational DtvvlopjBaBt; 1975; projactlonr ara th% raafonsiWlity of 
tha AcMawr's atudy staff. ' * 
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Dtta o« Phy«le«l Plsae Coatenictloa m4 Oth«r (Upletl ^ 
EzF«ndleur«a of th« Flv* Co(I«s«« o£ PodUtclc MwUctn^ 

1969*70 CO 1912-83 





Hiteorlctl «i4 Current 














1969-70 


1974-75 


1975-76 


1976-77 


1977-78 


197*- 79 


,1^79-80 


1980-81 


1981-82 


1982-83 * 



ExpyidlturM 

1. Edu&aclon Purfo«««: 

Land purchatM 
luildlns purch«s«« 

c. N«« building 
con* truce ion 

d. luildlns rMovsciona 

«. Fumiahiasa and 
a^uipMnt 

f. Ochar 

2. Auxiliary Cncarpriaaa 

3. Sarvica froparcy 

4. All Ochar 

5. Total Cxpan^ituraa 

Sourca of Punda ; 

1. Gifta. sr^Bta. and ^ , 
Appropriationa 

a. Spacial or cMpalgn 

fund 

b. Ganaral fund raiains 

c. Fadaral GovamMnc 
d« Stat a (ovamaant 
t. Local (ovanaMttt 
f. Total 

2. Loana 

a. Fadcral OoTamaant 

b. Stata tovarnMBt 

c. Othar 

d. Total loana 

3. Endomat IncoM 

4. Othar (including accuBu- 
lata4 tas^iya) 

5. Total Iqcow 



Sourca: turray conductad by 
tha Acadaay'a at^y 



$ $1,640 $ 



(In chouaanda of dollara) 



$1,500 5 500 $ 







2.165 


300 


200 














3.000 


3.000 


3.500 


1.500 






1.500 


l.SOO 


•A 


300 


2.740 


3.000 


300 


300 


500 


.500 


500 


500 


500 


230 


1.500 

> 


1.500 . 


500 


500 


300 


500 


500 


•«500 


500 




500 


600 


100 


100 


^100 


100 


100 


100 


iOO 




500 


2.000 


100 


100 


100 


100 


100^ 


100 


100 




100 


400 


^50 


50 


50 


50 


50 


50 


50 






— J * 
















^ 

?530 


$9.980 


S12.665 


56.550 


$3.450 


$1.250' 




$2.750 


$2.750 


$1.250 


56 


$ 150 


$ 900 


$1,500 


$ 500 


9 — 


$ — 


$ ' 200 


$ 300 


$ — 




85 


200 y/ 


,300 


600 


1.000 


^ 1.000 


1. 000 


1.000 


1.000 

* 


304 


3.770 


6.350 


2,500 


1.000 






500 

4 


550 






50 


50 

















360 4.055 7.500 4.300j| 2.J0O 1.000 1.000 1.700 1.856 ^1.000 



' 2.42$ 4.500 — ~ 

2.500 500 2.200 l.m 

4.925 5,000 2.2*00 1. 100 



^ 400 . 400 

— 400 400 



170 1.000 16S _ja _J5o _22a -isa _±ja _122 -Jia 

$530 5>.»»0X$ 12.665 *^ ^lliSi ^kHi^ 



tha Acad«y for Educational Dav«lopwBt. 1975; projactiont ara tha raaponaiUlity of 
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DaCA oo Asaact «lid Otbct of ckt 
riv« CollHtt Po4i«crlc^dlclti« 

lV6»-70 CO 1M2-I3 



/ /-X / ■ . - 


\ 


HlacorV^rl^aid Currant 


ProJ«cclon« 




194»-70 
• 


1974-7^ 


1975-76 


1976-77 


1977-71 


1978-79 


1979-80 


1980-81 


1981-12 


1982-83 



(Iq chousAQdt of dolUrt) 



/ 



1. AjKounc of •odovMQC* cad 
of ymz (book value) 

2^ PUac aad •^ulp«ttiic. aad 
of yMr (book v«lu«): 

A. EducatloOAl plane 

b* Other plmc' aad 

Mulp««oc ,(lQcludlD8 
^ ••rvlca proptrcy) 

c Total pUat and 
c^ulpaant 

\ 

3. Othar aiaata and fund 
balanpas 

4. Total aaaata 

5. lo»4 md ■orti«8« <l*^c 



^ 55k ^ S5 , 0 ^ 240 



4.,345 18.085 27.250 32.550 34.750, 34,750 34.750 36.250 37.750 37.750 



191 1.000 3.250 

4.536 19.085 30.500 

1,916 3^420 ' 4.360 

7^333 23.055 35.100 



3.250 - 3.250 3.250 3.250 3.250 3.250 3.250 

35.800 38.000 ^38.000 ,38.000 39.500 ' ^l.pOO 41.000 

5.200 6.000 7.000 8.000 9.000 10. 000 11.000 

41.150 J;4^^ 4^.150 ^^6^15^ 48.650 ^Sl^iJ^ JiiUm 





a. For aducatloaal 
faclllclaa 


1.156 


7.425 


11.200 


13.500 


14.400 


14.200 


14.000 


14.200 


14.400 


14.200 




b. for othar pur^oaaa 

c. 'Tpcfl- d*bt 


225. 


785 


2.000 


2'.000 
15.500 


2,000 


1.950 
16.150 


1.900 


iTgso 


1.800 






1^.381 


8.210 


13.200 


16.400 


15.900 


16.050 


« 16.200 


15.950 


6. 


Othar/Alabllltlaa 


' 1.502 


^ *3.045 


4.100 


5,150 


5^950 


6.950 


7,950 


8.950 


9.950 


10.950 


7. 


Nat ,fqulty la aaaata 


$4,450 


$11*800 


$17,800 


520.500 


$21*800 


$22,050 


$22,300 


$23,650 


$25,000 


$25,250 



Sourca: Survay coaducta4 by 
cha Acada«y' a atudy 



cha Acadaay for Educat: 
•Caff. 



^valopMat. 1975; projacfloba arv cha raaponalblllcy of 
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Table 25 

Further D«ta on Financial Aid to Studentty 
of Che Five Colleijet of PodUtric Medici/ 

' 1969-70 to 1982-83 * 



1^ 



/ 

Itea 


Hlftorical and Current 


/ Projectionf 








1969-70 
• 


t 

1974-75 1 1975-76 


19:^7 


1977-78 


1978-79 


1979-80 


1980-81 


1981-82 


1982-83 



1. (Student ild erpviditures 
included In college . • 
Speretioif accounts < 




I :nX^O"»*"«** °^ dollars) * 

675 $ 750 S 750 S 750 S 750 $ 750 $ 750 



570 1.050 



1,500 



1,200 
1.950 



1.200 
1.^50 



i.:oo 

1.950 



Estlaayes jc otber 
asslsyanw< :o students- 

idrants fron 

1) Federal' Govemaent 
:) State 4jvern»ent 
3) 5ther sources 

^\ Total grants 
Loans* 

J 1) Federally insured 

2) Private bank 

3) Other eour^es 

Total loans 

V Total student aid provloid 
5ro« all sources 



5. Percent student aid Is 
to total charges 

6. Total education expenae 
of students (Includint 
living expense) ^ 

7. Percent student aid 'Is 

to students' ;ot*l aduca- 
clon *rpenae 



9 


13 


" l^ 


17 


18 


19 


20 


20 


20 


• 20 


54 


72 


/30 


88 


96 


101 


112 


114 


«116 


117 


U 


H 


' 26 


28 


30 


35 


36 


31 


38 


31 


77 


108 


L21 


. • 133 


1^4 


155 


168 


171 

4 


174 


175 



540 

140 

280 
960 



1, 300 


2,160 


2.500 


2.900 


3.000 


3.000 


3,000 


3.000 


3,000 


i:o 


\ 140 


160 


190 


200 


200 


200 

1 


200 


200 


^45 


4-0 


540 


^710 


300 


800 


300 


% 800 


800 


2.365. 


2.^70 


3.200 


3.800 


4.000 


4.000 


4. 000 


4,000 


4.000 


"3.523 
55.654 


;,39i 


4.963 


5,734 


6.045 


6.118 


6.121 


6.124 




ST. 200 


$9,300 


$12,900 


$17,000 


322.100 


$28,000 


$35,000 


$41,400 


621: 


61'. 


53:: 


44t 


36t 


28: 


22^ 




15: 



10 7*. 



$6, 2.r 516.^70 $20/3?0 $24,420 530.000 536,280 S43.070 $50,350 $59,020 $67,140 



26: 



2o: 



19: 



17: 



u: 



12: 



lOX 

0 4 



9: 



Sour.e- Sur,av conducted by c.e .cade.v for Educational Develop.ent. 1975; preelections are ^t he responsibility of 
the Acadeitv's study ataff. 

.oc. r.cl«ci. of f.tur. »o.nc. ol .tud.nc .!> ar. b...d on exl.Un, pr^^r.-. only. th. plan, proposed In'chl. • 
r.pott. If l>pnen«nt.d, would ch.n*. entirely tne rature outlook. ^ 



ERIC 



1C8 , 




91 



Appendix 6 



c.ources of Funding for the Five Private 
' ***^^^8es of Pddiatric Medicine 

During the study for the Association, the stgff apamined the / 
princ^aL soiJces of'revenue at the colleges. There were eight n^in 
sourcrei during rToent years as ^follows : ^ 

1) «tuiti6n and fees 
' 2) Fe(^«fal Government grants -and contracts 

^) state government grants and contracts 

4) prifkte gifts, grants, and ceatributions 

5) incotte-irom cilaic operations 
, 6) earnings on ^dowment 

7) income from aujtiliary -enterprises 

8) miscellaneous receipts 

■ ' This list and the discussion that follows' refer only to operating 

accounts. Excluded are: 

• Funds for constructio n. Ihe assumption is 
that these funds will be/provided in the 

- future, as in the past /through special 

, ' • gifts, grants, or contributions from^ 
■ . • government agencies; from large-scale^^ 

private fd^d-raisiMS campaigns; or from^ 
privat'-* donors^ 

RnrrfYwi^ng from banks or ^er lending 
ag encies. This is only-a temporary source 
ff fund-8, rft affects the cash flow of the 
coliege, l^t does not^'ffect the budget, lines 
and is not>a soujs^e'of revenue. 
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• npfirlt fiti ihcinR. This Xs not a source of-/ 
revenue- and has to be covered from cash re- 
serves or funds, external and internal, before, 
bills and salaries can be paid. The financial 
reports of the colleges of pediatric medicine 
show only a very modest amount of internal 
cash reserves and even these reserves are com- 
mitted to constfuction projects. Deficit 
financing; -ttj^refbre. involves almost Im- 
, . mediate borrowing from banks or from ocher^ 

' \ 'providers of short-term fuad«r 

A-sumary of revenues in 'recent "V/ars . from e?ch of the major 
-source* of Landing Is in the table that follows: 

, ■ .. . • ' . 

...... . . . V • . 

, ' " ' \ ^ . ■ 




Table 26 



V 



Sources and Aaounts Operating Revenues 
For Five X:olleges of PodUCric Medicine 

1970 and 1975 





t 

Amounts for Acadeaiic Year 




Source 


1969-70 


1974-75 


CHang^ 



(la thousands of dollars) 



TuicloiMtnd fees 

Federal Goveroinent grtmt^ 

and contracts 
State govemsent grants 

and contracts 
Private gifts, grants, 

and contributions 
IncoBe from clinic 

operations 
Earnings on endounent' 
Illcoaife froa auxlttfffy ' 

enterprises 
Miscellaneous receipts 



$1,505 
1,866 / 

'220 

31 

1,48A 
.60 

21 

6a ~ 



Total Operating Revenue $5.247 



$5,654 
3,263 
666 
307 
1,963 

21 

' 132 
$ 12.033 



+ 
+ 



+ 
+ 



$4,149 

1,397 

446 

276 

479 
33 

. 72 
S6,776 



(In percent of total) 



tuition and fees 
Federal Govemoient grants 

and contracts 
State govempient grants 

and contracts 
Priyate' gifts » grant s» 

and contributions ^ 
IncoM froBi clinic opera**' 

tions 

Earnings on eodoiMnt ' 
IncoM fro« auxiliary 
T ^ntarprlsis 
1|lscellanebus recalpti 

.Total 



2.8:7Z 
35.6 


47.0Z 

V. 

27.1 




+ 


^61.0Z 
21.0 




4. 






6.6 


0.6 


2.6 


/ 


+ 

« 


4.0 


28,3 


16.3 




+ 


7.0 


• l.l • 


0.^ 






.5 


X6.4 


0.2 








1 1.1 




* 


+ 




'lOO.OX 


lOO^^OZ 






100.0IX. 



Sourci; Imports by the c6ll«t*» to ,th» A fd gf.^tirfy »fff, July .WS. 
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Further infbnMTtion assembled by the staff on each of the* sources 
of funding follows: ^ 

1. Tuitton*apd Fees 

The amount paid to the college by or for the student is classified as 
-tuition and fees." ?ayr.ent must be made during the qourse of the school 
year- according to a predetermined schedule. Payment cannot be postponed 
because the college uses the funds received -^om the students directly 
to pay faculty salaries, other operating costs, and day-to-day bills 
(often within a matter of days or weeks Immediately afttsr receipt). 

The amount of tuition and fees received by the colleges of pedia- 
tric medicine Is the balancing Item In the operating budget because 
the accumulated reserves to draw upon are not very large., From time 
to tUne the colleges have received some government appropriations in ^ 
the form of financial distress grants to pick up deficits, atrf special 
program improvement grants to Improve educational quality. . Jiese were 
made at the option of Congress and the Executive Brapch of the Govern- 
ment and were not related to regular year-to-year operations. 

Over a period of time, chatffees In tuition and fees have been 
closely related to changes In the level of. expenditures, and have re- 
flected in parr thenDvfemeitt ^he ^^U^s to- higher quality ^4>ro-^^ 

gr^s - a Movement that has required «>re fuU-tl^ clinical faculty, 
better classroom and laboratory facilities, more "^^f^^^^* . 
better student services, etc. By the academic year 974-75 the tuition 
and fees at colleges of p&latrlc medicine were equal 
bv orlvate colleges of medicine, dentistry, and osteopathy. Some 
. aJe?ages fo? previous year, (when. It Is noted, the quality of educa- 
tlon at the colleges of pediatric m^lclne were lower) are la th^ 
table that follows: • . . - 
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Table 27 



^^rag^ Tuition and 
In Selected 



Fees^ At Private Colleges 
Health Professions 

- 1975 



/ 

« / 

Academic 
Yea/ 1 


^7 ' 

' I ^ 

Medicine 


V 

Osteopathy 


Dentistry 
(D) 


• 

MOD 
Average 


• 

Podiatry 


Podiatry 
as 

Percentage 

of MOD 
Average 


1964/>70 


- 1 

A 2, 130 


$2,059 


$2,738 


$2,309 


$1,666 


72Z 


/ / 
1970-71 / 


2,250 


2,080 


3,, 1-5 5 


2,495 


•^L,938 


78 




2,525 


2,357 


3,215 


2,699 


2,258 ■ 




h 


2^650 


2,525 




2.809' 


2,639 


94 


/l973-74"^ 


2 ,800" 


2,724 


y,886 


"37137" 


3,021 


96 


1974-75. 


i^ioo 


2,932 


4,185 


3,406 


3,439 


< lUl • 



' Sources: Association of Anericah MedicaL Colleges; Aaerican Assoclition 
of Colleges of Osteopathic NedRine; American Association of 
Dental Schools; and reports by th^ colleges of pediatric 
~ medicine to the Academy study staff; 1975. 

* Includes ^stiaated cost of books aod other inatructioaAl 
, materials. 

No Ofie knows precisely how students raise the funds they ^pend for 
tuition and f^es in the health professions. It is known, hoMever, that 
students have had to borrow significant anounts to meet these costs. ^ 
For the academic yeat 1970-71 it was estimated that 60 percent o% podi- 
atric medical students had borrowed an average of $1,817 which finah^ 
about 68 percent of the cost of tuition and fees. The survey of 
student borrowing conducted for this sludy showed that wcf^ students 
have been borrowi^. more money in recent years.* However, the cost of 
tuition and fees has risen and t^ percentage of the cost of tuition 
and fees financed by loan.imids has decreased slightly, as Illustrated 
. in the following table: * * . . 
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Table 28 

Student Borrowing as a Source^of Financing'' 
Podiatric Medical Education 

1971 • 1975 



Academic 
Year 



Percentbage 
of Students 
Bdrroving 




Total Amount 
Borrowed as 
Felrcentage 
of Tuition 
and Fees 



Total Amount 
Borrowed as 
Percentage 
of Students' 
^otal Costs 



^970-71 

Average for 
four^year 
period 
ending . 
1974-75 



60 Z 



$1,817 



68 Z 




742 



$2,094 



632 



202^ 



How Health Professions Students Ftntoce Th eir Education 
Health Resources Adolnlstratlon^_j!ibllc_Heal th Service, 
October 1973; and student survey conducted by the. colleges 
of pediatric medicine for the Academy for Educational 
development, 1975 (see Appendix G). 

The student survey showed that 73 percent of podiatric medical 
students graduating In 1975 had borrowed, ott the average, a t<^tal of 
$10,550 for education. Staff Interviews with sttidents, aa well a» 
survey Information, led to the further conclualona that:, 

• The anount of borrowing would have Jjpen greater 
had more funds been available upder the Health 
Professions Loan program, and had the maxirnin 
loan. celling been higher iiiider the Guaranteed 

Student Loan progMsil. "\ ^. 

• Lar^r amounts of borrowing c«» be expected in 
the future as tuiti<^n increases tod as other 

' financing ^urce^ Mcome available, or present 

" student l^n pijogr mis vtncrejtee their funding 
levels, - ■ ■ . ' 



2. Federal Government Grants a^ Coi^ract» " >^ 
Prior t6 1965 the Federal Goveiiiment jude littU contrlputiop to. the 
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operating budgets of the colleges pf podiatrlc medicine or to their 
predecessor lnsjt:ltutlons. No grants were made for researcli (such as 
those made to medlc4l schools by the National Institutes of Health) 
for science Imprpyements (by ttttj^atlbnal Science Foundation) / nor 
for library improvessent (by the^epartment of Health, Education, and 
Welfare), etc. >- \ * • 

♦ * 

Beglnn'ing in 1966, the colleges of podiatrlc medicine ^became 
eligible to receive grants for program improvenent. In 1972 they 
Vere included among the .institutions providing health professions 
' education "that could receive capitation grants. However v the amounts 
af the grants vere always lower than th^ amounts authorized by 
Congress becai^e of the lower levels of actual appropriations* 

The government has also made seven financial distress grants 
amounting .to $1,673,000 to colleges of podiirtrlc medicine in recent * 
years because of the particularly dlff lorlt circumstances faced by 
'these institutions. 

1 , ^ . • , 

Up to the present tiae, the colleges of podiatrlc i|edlcine have 
received no ^signlf leant grants ^or research similar to those made 
available to colleges of medlcj^e and dentlstfy by the National' 
Institutes of Health. Nor have they received any grants* or assist- 
ance f rom the government to .;c.4MyL Ji«5lc^. J^^^ 



continuing education, or other professional responsibilities/^..^ 

In the' aggregate, federal gtjS^zs to'The'podlatric medical 
colleges for all purpose9- had ^amnted to a total of $23«8 million 
by June 30, 1975* A suanary. by years is presented in the table 
that follows: 



Table 29/ 



Federal Sources of Operating Funds 
For Colleges of Pediatric Medicine 
In Recent Years 



I .■» 



• 




Health Profe?a 


^ons Programs 


Office bf 
Educatido 




V 

^^cademic 
. Year 


« 

Formula I 
Grants* / 
(Capitation/) 


'"^Special 
Prdjeet 
Grants** 


Financial 
Disti;ess 
Grants 


Scholarships 
and 
Loans ' ^ 


College ^ 
Work- 
Study 


Total*** 



(In thousands of dollars) 



Prior to 
1969-70 



'1969-70 

1970- 71 

1971- 72 



,079 

695 
693 
956 



"..1,007 
866 
?^,560 



, -l 1973-74 
1974-75 
Total 



1,061 
1,359 

1x219 
S8,062 



642 
1,410 
721 
. $>,f78 





$1,065- 


$336 


$5,452 




343 


86 


• 2,131 ' 




. 543 . 


> 
96 


' 2,198 


135 


636 


r 90 " 




392 / 


809 


153 


3,057 


• 600 


7t5 


93 ' 


4,237 . 


546 


796 


90 


3.372 


$1,673 


m,967 


$944 


,$23,824 



'sources: Bureau^ Health Manpower, Health Resources Administration, and 
sources. ^ student. Support and Special Programs, Office of Education, 

July 1975. ' " .1. 

* Basic lapcovenent Grants, 19^6 to 1970; Institutional Grants, 1970 and 
1971; Capitation Grants, 1972 to 1975. . , 

Spec |aJ^ Improvement Grants, 1968 and 1969. 

. *** Does ^t include NalTional Defense Education Act stud^ loan fg^J 
, . available to the colleges of ppdiatric »e«Jicine betwew 1958 an^ 1970. 

r^im^iag in- tte «c«iemicc year 1975-76, the ^^^"•"•j^J^'^ftr^ 
make funds ivailable for cooperative, arrangements between -so^ pediatric medical 

S«.tfS to.tit,tao«u,.«id veter«ia hospitals. "^-^ w'SffSie 1^ 1^' 
will obtato <:lia£c#i fitparlence At the,^ tlae the Jhoapit^^ viU have an In- 
-c?toed-iiuri>er of tralnad ydlcal peraonnel available to them.. 
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3^-) State Goverxment Grants anid Conttact^ • * 

^ ^ • J 

During the past ^en or flftfin years state govcmments have been 
paiftlcipatlng in thd' support pf private health professions education. . 
This support began witl^ scholarship assistance to students and has ex- 
-panded more recently to ^m:lude' formula grants, service contrans, and 
other arrangements between state goiremDient agencies, ax^ organizations 
and individual private institutions. In New York 5tafce,.for example, 
the state government provtiles direct support through taie budget of the* 
New York State Education Department to the privately controlled New 
York University School of Medicine, the Cornell University Medlpal 
College, the Columbia University College of Physicians a^ ^Surgeons, 
etc. In Ohio ^ as another example, the state gavenment provides sup- 
port for Case Western Reserve 's Medical. School through a formal con- 
tract « * ^ , . 



Four of the f^ve colleges of podiatric medicine currentl^ redS^ve 
some form of state finanfcial assistance<^^ ^ — 

^ Fonfaula grants include capitation as vrell as degree reimbursement 
grants. Both the Illinois and New* York colleges expect their state 
legislatwes to pass bills approving state cajpitation: in Illlgbis ^\ 
by 1976 at $150 per first- and second-year resident students; in New 

JYork-hy 1917,^ 51;l)Ob.4>er^tudent^ „ — J! . 

The New* York College currently received an annual degree reimburse- 
ment grant from the state und^r the Bundy Plan, (which provides grants to 
all eligible private higher education institutions in the state, based 
on tlife number of graduates). The amount received by the college in^^ 
1975 <iks $126,000. * . / 

Service contracts are being used increasingly by states, eitHer 
directly or through 'regional compacts, to purchase educatio^l opik)r- 
tuhlties for atud^ts^from priv£ite health professions educational 
institutions. Th^^^j^o College of Podiatric. Mediclfie contracted 
directly with the st^te of West Virjginia in.' I974r^7^ thes training 
o# West Virginia students in podiatric medfifine, /Tudding fot^'the first 
year amounted to ^$5, 000 for a commitment to adu^t one student. Further 
funding for a number of other sti/dents is anticipated for subsequent 
years. 

y six states without colleges| of pod.^atlLc medicine hav^ 
apy funding for the. training ofj^odi^fftrlsts who practice, "o^r^can 
b^^^pected to practice^ within tRelrjiirtedl^ions. In addij^idn t6 
West Virginia as no^ed/abdve,, five stated which are iieid>er8 of the! . 
Western Interstate Conmissio^ on Righev Education (WI<;nE) have made . 
funds available through th^tFlCH!: Stiudent^|;|tchange Ptogttts for the 
tralniag of students in podiatric medicltte Jthe Caltfornii Coliege 
of PodlAric Medicine^ "From 1973 through 1973V *Mie total funds pro- . 
vided for students ^* these programs at the Cailfornla Coilege came 

to no2;5oo. . r ' / - " 
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Future contract arrangements might be worked put either directly 
with states or through regional compacts such as the ^WesteA Ittter- 
StAte Conmission on Higher Educafrion- (13 western states), th* Southern 
Regional Education 'Board (14 southern states), or tWe New England Board 
of Higher Education (six northeastern states). However, since only 
California (among the states in whith the colleges are located) is a 
member of a compact, such arrangements would require individual state* 
by-state legislative negotiations for authorization and appropriations. 

Other types of fitmncial assistance arrap^eaents are the * ^ 
•following: ^ V >^ 



■X--, 



Pennsvlv^jrda ; Each year .«inc^ 1965 the PennsylVafnia 
•Colle^e.of Pod^atfic Ifedicine has received direct support 
from the state on a negotiated basis, similar to the sup- 
port given by that state to eleven other private medical 
schools and private universities prpvidingv education at 
the graduate and prdfessional level, ^ 

California : While generally avoiding direct support of - 
private hi^er education, the state authorized a contrac- 
tual arrangement between the California College. of - 
• , Podiatrlc Medicine and the University . of California Med- . 

^^r^jr-g^^n^r^-fn ^itTTSffctsco^ startlTig »^ — .-^ 

>ear' 1974-75. - - " . 

, • ^ _ . 

Some state le'gislatures have "made arrangements for the support of 
professional students of optometry,, veterinary medicine, etc at priv»fe 
institutions. Ilew sta;^ contracts supporting pqdiatric medial educa- 
~ni^an be exp«c«^ to be worked out_ during the next lv0 yetrs. How- 
ever because aiE the long leai time and extensive negotiations likely 
to be involved, state contracts or other arcangwnents, lAen th«y occur, 
are not lifxpeoted to provide by 1982-83 a volume_of fuadipg large enough 
..to chftnge substantially the projections in this appendix. . . . , 

4.. Private Qifts,.^ Grants, an^ Contributions ' , i * .-. 



For the past twenty yeaw private colleges and universities have 
••Surtlyely solicited and been th^ recipients of large amount;? of gifts 
grants, and con ttlbut ions from prlvat^corporatlons, foundations, aiid 
individuals. Education oplnion-rmakers everMejP^iww believe the ^ , 
future existence of the private Institutlfins In a toaiplex, plural 
education society (jAlch lnclud«9 both privitriffid public Iftstlt* 
oft higher educ*tlon) depends heAVlly upon flMncla|. ««pport by * 
private sector.' The tpportagte oTpTlvate sector support Is Ao 
lnf4ct< that publl<i jtnstltutlons Jf<ir ettnple,, large state - 
have^ turned toJ.t fuadai* ?he»e fun^ pr<?vld)B- a 
blllty over and above ti^rt: possible from 'state-e*-Federal r 
appr^tprlatlons. . 



*/•- 




pjtic 
:ioii8 



/great, 
Everslt^ 



• * 





Tbday no Iteder in the private^ higher eduction sector believejS 
» J4: is possible- to suctess£6lly operate k priy^e institution without ^ 
^a draat and .continuous volume of private sM^or£« As a result , presi- 
4em:8 and boards of trustees of private l^istU-utions have iticreasingly 
defined their jobs to include a largr proportion of tim^ and effort 
spent on private futn^raisiitfe. . They /are assisted in this endeavor, 
of course, *y administrative and, logistical Support of offices of in- 
stitutional development or public relat^.ons. 

The literature on higher education is filled . with articles' and 
comments on the need for private fund-raising. ,The prevailing attitude 
. has been adopted by hi^er education acfcrediting agencies. For example, 
some years .ago -the. Middle States Association of Colleges and* Secondary 
Schools', the regional organization which accredits many of the leading 
education. in.&titU'tionfe' in this country, said in a statment on the 
fuiictiofts of trustees that: i . ^ 4" 

The trusu^ are c^>ncerned tith and must* cultivate 
/ ' \all appt^riate sources of income. They quite fail 

in t>feir responslbiliti/Bs*if they seek to balance 
tb^ budget simply by c&rtailing eaCpenditures, They 
^j^st guard against unjustifiedf expansion and they 
^mu^t require efficiency, although efficiency is a - 
complex matter to jtidge in higher edtjcation, wliere* ^ 

rV eff ectivedife rts-even-^re iaportant^ -but^ — 

trustees must also find' the wherewithal for coptin- 
ual Improvemen^t . / * , 

\ This is th^ part of their financial obligation which 
, trustees sometimes forget. It is no£ primarily the 

president's xegponslbility' to raise funds -- it is ^ ^ 

the trustees', Th<ft^ nee(^ the president' s leadership > 
: but the afctual res^nslMlity rests on t he board. _ * 
collectivily and individually" One yitfl^l factor ip 
asses'slngl^e effectiveness x>f 4 boetd t>f trustees ^ 
is .the extent to which they (a) cdntribufee jperson- ^ • , 

%ally ea/fli accozdfing to hi? means, and (b*) directly 
obti^lif contribution's frcin others^ XEmpfaasls e . 

sCipplied)' ' / • 

• *^ This position cannbt be ignored^ ^ The Co^unckt on Ppdlatry*Educ4- 
tlon flight use the, occasion of the study on the deferred Cost pf Edu- 
cation Plan to discuss this mattjix with the b^rds of trustee^ o£^ the 
.five colleges* > .1^ \ • ^, ^ ' ' ; . • 

^>mrlng tlie past six years,* the colleges of pediatric mpdicina * 
Vliave raised ai>pr#xl©ately $U7 million f tort private sqiirc^s^ Mdst.^^f 
this J$m6w0k «iir fbti'new construction (to .aupplaaent f«4«ir^l and atate 
gowr^til: funis) as-, sTioim in the; taWe iRat falpirs: \ " 
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• ' Private Fund-Raising 

By *QoUe^8 of Podlatflp Medicine 

1970 - 1975 



Academic 


Purpose 


Total 


Year 


Construction 


. Operations . 1 Scholarslj^ps 



\ 



1969-70 


$■ 56 


$ 31 




1970-71 


57 


17 




1971-72 


.-65 


22 




1972-73 


175 


59 




1973-74 . 


564 


100 




1974r75 


235 


297. 


IQ 


Total ' 


$1,152 


$526 


$10 



$ , 87 
74 
87 
234 
664 
542 
$1,688 



Source/ Reports by the colle ges to the Academy study staff. July 1975. 

No group of private institutions in the health field, or elsewhere 
in higt>er education, can look* toward future financial stability without 
a substantial volume pf annual giving .provided by dlutml -and friends 
ahd by regulaT annual support from corporations . and foundations. While 
admitrtipa this point ol view, the.| colleges of podiitric medicine point 
out that previous fund-raising efforts have not produced substantial 
results. They ace reluctant to include in future projections substan- 
tial ^\mts froffl-outslde sources, The' study staff notes the situation 
and suggests in tlfis App6ndi3? that much more private fund-raising 
activity -will be called for l,n the ^«ture if- Federal Government deaders 
ate to -be assured that every effort is biing. made to obtain support 
from sources outside the" U.S.. Government. 

5. Earnings on Endowment " • , ^ • , 

Many 'private colleges and universities^ In the count?ry, report sig- 
nificaA^ Incomes from endowment funds accumulated as $. result of past 
progrSs of individual gifts, bequesfts, esta^tes, truftpj etc, The 
five colleges of pediatric medicine- report that they have little or 



J 



102 



no formal endowment. Some report small accumulations of funds Jthat 
were mostly temporary in nature and* were being .committed largely to 
construction of jiew facilities. Endowment earnings have been minimal 
(r.epresenting less than oite percent of total revenues), as shownj^in^ 
•thia table tha^ follows: < 

■'■■"7. 

* >; ' ' Table 31 

EndowmenC and Investment Funds 
At Colleges of Pediatric Medicine ■ 

* 

1970 - 1975 



End of Academic Year 



Amount. 



Earnings - Reported* 



1969'70 
1970-71 



$881 
865 



(In thousand-s of dollars) 

$ 60 



193 



-1^71-72 
--1972-73 
1^7l3-74 
74-75 



-605- 



626 
588 
550 



77 
73 
27 



Source": -Reports by the* colleges to the Aciademy study staff, July' 1975. 

* Includes capital gains rea^zed on sale of sectllritiet. 

/ Admii^istratii^e leaders of* the colleges of pediatric o€?icine be^ 
lieve they are unlikely to obtain a substantial amoun^..^'<$i endownent 
funds for their colleges in the near future* this circumstance adds ^ 
to the problem of heavy future diepen^ency on sttidents as the primary 
6ource of^inancing. - ^' 



Income ,f rem 



,c Operations 



All of tbe colleg'es.of pediatric medicine maintain foot* clinics* 
The original pnrp08e> and still one of ovenidlng ijiiportaAce» I9 to pro 
vide clinic educ&tlon^ opportunities for the students. Otiier purposes 
are to provide a measure of public^ service y particularly to low^lncoii^ 
groups^ and as a source of Income to cover a portion of operating costs 
Cllnld operatlousjiave grown substantially in recentu years. This ex* 
pan^on his beeifMslstii by the recognition by ^Medicare and Medicaid 



agencies that the services being nfcrfotmed are medically required by, 
the patients and qualify for sub/tantlal levels of cost relmburaement. 

A suomary of Income and ^pendltures since 11970 o^ the clinics 
operajted by the five colleg^ of podlatrlc medicine Is In the table 
that follows: 

Table 32 

income and Expenditures at Cflln^s 
Operated by Colleges of Pediatric Medicine 

1970 - 1975 



Aca^H^lc 

yyeafe:^ 


Gross Income 
from Charges 
to Patients 


. Clinic Operi 
Expend It 


rt:lng 
^e 


Sxceas ot (Deficit) 
of Income Over 
1 ^Expenditures 




Hi* 




(In thousands 


dollars) .1 



19 6 9 - 70 

1970- 71 

1971- 72 

1972- 73 

1973- 74 

1974- 75 



1,483 

i.sio' 
1,84a' 

1,868 
1,963 





Source : Reports from the colleges to the Ac^eny stuJy staffs July 1^5. 

Notes Deficits In 1973-74 and 1974-75 were caused by the j^pUcwfnt 
|at some, colleges of part-time personnel by full-time cllnicial 
staffs. * ^ , 

7. Income from Auxiliary Enterprise 

Until now, the aafaunt ot funds in this category has betoti nygligiblet 
coming from rents on a small amount of aeryice prop<i^ty and the/dptra* 
tion of email bookstores. During the neitt few yeara the aaounta will 
become significant as the colleges occupy 'i^ew buildings , complete 
conatructlan of dormitories,' and 'expand atudtot support servitea. \ 

The cost of operating auxiliary «lntzerpxJ.>es will also go up -^n? 



r 



, 104 ' • 

whatever pro£i|.t8 ffom operatio|n(8 thiit may be expected will not be large 
enough to make any slgnifica^ difference In the funding of instruc- 
tion tosta in th^ future* . / ^ 

8. t^iscellaneous Receipts 

The seven sources of funds described above represent the only 
significant sources of funding available to^the colleges • Miscellan* 
eous re^^pts from various and sundry souiTcfes involve a negli|ible 
aiftount of funds for the colleges of podiatric medicine. 
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Appendix C 



\ 



Sunnary of the 
* Seven Major National Loan PrograiB* 
.Established for CoUege and Unlverti^ SttidtfnU \ 

College Hud university student^lnance- their educatlcm from 
•even aourcet of funds. These are: 

• funds from their parents or friends; 

• funds from their own stvlngs accwuleted 
prior to enrolling In college; 

^ • funds from outside vbrk vhlle enrolled in ' 
college; ^ . * ' " ' 

• funds from college vprk-*stu0y programs; 

• scholarship assistance from goyerimient 
agencies,. the* colleges thenselves, or* 
other private sources; • * 

• welfare, social security, veterans, aiid 

' — Dthcr-g uvenMBuLat pay m ents; r vt- ^ • — 

• ^ • * , 

'loans, fidparlly tl^se ^ovided, under the 
various g^rnmental programs. (Othes ' ^ ^ 

sources of loan funds represent only a ; «. 
i small percentage of ' the ^total bortovlng*) / 

' ' ! ' • • ' ' ' ' ^ 

The siven major nfttlonal loan programa for college and unlverelty 

s^mdentraitt; ^ - ' ' , 'i^"" , 

. , ' i| ' - ^ 

i) Guaranteed Student Loan, Program (Includ* 

— * ^ ing the.fed'e^al Insured ^t^/lent Loan 

* i * ^ Program) ^ ' ^ 

*2)^ Wtloiial Dimct Student Loan Proftam/ 



3) Health Profe^ioas Stv^ent Loan Pmgz^ 



3 



^) MursingtStudent Loan Vr^grm 



I 



5) Law Enforc— ann Eduoatioa Progcm Loans 

6) United States Ldlpn Progtaai for Cuban 
Stodan^i . ^ 



I 



te/nd Professional School Loan Frograa 
of UnltaA Studen^id Funds, Inc, * (P^ 

Althot^ only tvo^ these progrSM are M^^U^Sle to sti^#nts of 
podlatrlc nedlctrie, the staff found that a cbnparlson of the details 
of the vatlous progress vas he^ful as work proceeded on develpp^ng^- 
plan fbr podiatry students. ' Exhibits j.n a uniform foimt suHaarising 
each of the'pl^ns were prepared , the^refore, and are presented in the 
following sections of this appendlxl 

\ • . i 
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~ Tabl6 33 * 

* 

Simmary of the 
Guaranteed Student U)an Program 
(Including the Federal Insured StudeiM: Loan Progran) 



Item 



PURPOSE 



PROGRAM 

ADMINISTRATION 




Simmary. Description , 



To make it possibll for students ^o-borrow from 



private lenders to 
tlonal education. 




pay^^orliJ 



The program is administered by, the Office of Edu- 
cation. Capital fir the Guaranteed Student. Loan 
Progr» (GSL) la provided priiMirily by private 
lending institutioAs. .Loans are insured by the 
irederal Governnent lia one of two ways: 

a state or diglfcle private nonprofit agency 
"guarantees" thd loan which is reinsured by 
the Federal Govetiwent (25 of the 27 guarantee 
-agencies particibate in the teinsurance pro- 
gram: with the Federal Governnent); 



uniier the Federal Insured ^fudent Loan Program 
(FISL). the Federil Gdvernment directly Insure* 
loans, through leinders, for students without, 
access to state or other guarantee progr^s. 

Loans are made at the discretion of the lender 
a^er approval by the guarantee agenw, or; for 
FISL loans, by the Office of EdUr-''^ 

i 

:ate. pro- 
or organic- 
basis vltli 




lenders 9 the 
allowance (cur- 
rent iaaxWair^e p^fercrn-tTron outstawlAtGSL 
loan baladfees to holders of GSL lo^n*;* Wlf/Z 
Cong^siaitfhpri^ed thr est4blis!i^t of tfhe 
-sponsored » 




^ escipixsnKw- 

rivate Student Loati Market* 



Associlatlon .tSallU Mae 
secottiary partet w^jfehoiise for studej 



vhich serves as ^ 
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Table 33 



Simary of the 
Guerantaed Student Loan Progr« 



(continued -2) 



Item 



PRO(a(AM 

KESPONSIBILrripS 



ELIGIBLE 
LEMPERS 



ELIGtBLE 
lIBTiTUIIORS 



ry Description 



Lenderir - Make and colfi^c^ loans, inform the 
student fnd the guarantH>r^iihen the loan has been 
assigned to another ovner. This last vesponsi** 
bility is shared equally by the purchaser of 
student loans. % 

Federal Goyenient: Subi^idlzes loan int^ctt ply^ 
vents for eligible borrowers during the in-sehool 
years and def anient periods, . \^ eases of default | . 
and only ifter the lender haa exercised **dne dllir. 
g^nce" in recovering payaients/ the tkatoiaaioaeF. \ 
of Education Is responsible for payment to the len«^ 
der of the insured amount of the clalm» and stuimtp 
responsibility for recovering such payment fr^m the 
borrower.- 



liiiure 



Guarantee aaeocies : Approve loans, iifiure Hoans, 
and vork with lenders in loan collection. 

Institutioiy : Must provide lenders vlth correct 
infotmation ^bout an applicant's enrollment and 
academic standing and the estisuitad costs of 
attendance, as veil as recooniendations for g(Aretn< 
ment interest subsidy vhen applicable. 

Borrowers : Must inform the lender of changes In 
enrollment status, name, addresi, etc. . 



« 

Financial or credit institutions lAlch are eubjept 
to examination ahd ^pervlslon by the atau or 
Federal Government » as veil as atate agenciaa and 
educational inatijtutipna as approved by the Coah* 
mlaaioner of Bdtfcatlon. 

T^ participate In the program, an institution must 
be one of the follovlng: 

• am accredltad InsMtutton of hifhar eidueation 
offortw^t^^taait a nio-year pt^ignvi 



# : am jMTttoadlt^ jpub^ or mn^yrtfit vmoatlomai 
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Table. 33 



Sunmarv of the 
Giiaranteed Student Loan Program 

.ft 



(continued -3) 



Item 



ELIGIBLE 

INSTmJTIONS 

(continued) 



ja.IGIBl£' 



"AMOUNT 

OF LOMi-^. 



LQ&N 
TERMS 



Sunnary Description 



Institution of hlghiei? education offering »t« 
least a 300 clock-hour program (for correspon- 
dence courses, ab- least ?n average of 12 hours 
of preparation a week over, a 12-^ek period is 
reqult^ed) ; 

^ 1 J ^ 

• a foreign Institution comparable t(> a U.i» in- 
stitution of higher education or a vocational 
school which his been approved by :he tonmls- 
si6h^r cif Education (i^ith respect to lo^ns to 

^ oatiomlis of the^ United States' onljr) . 

A'rt applicant ou^it be/ 

• accepted by or enrolled In an elij^Lbu .sctu^l 



in the United 'StatesVfor other;<hajnl a temporary 

purp^se^;^And \ > 

at ieas^'a' hSalf-riitflB ifftudent XsHporf states re- 

Residency .reaul remits vary among the states. 
. • . .---V - ^< ^x^- ' ^ - J L , ^ 

^jp^y be borroMid 
outstanditig 
4e or voca* 
gtudy« ^ Saxi- 
education les$ 



A maxiimjiof of $2\50^ per. acAi^mic ywt 
by' ittjdjfttts in moslf staCi^s. Total/ 1 
may not exdbad "$7,500 for.underg 
fional students; $10,000 for gr«uat 
mm loan «iay never exceed the co: \t o 
othfer i^inaticUl alii received . 

Loaixa My be used for any educational expense, in- 
cluding board and rooB, :bo<rics am 1 supplies, trans- 



portation, and personal expa^Ma 
tuition and fees. 



iir^idditfon tfo 



Affidavit : Borrowers srust ^x#cui;e a notarized 
affidavit l*iit the proceeds df tbe iban^iddl ba 



used only for payment of education .expen€ 



<coiltinued) 
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Table 33 

Suanax^ of the , 
Guar/anteed St'udent Loan Program (contlnued-4) 



Item 



L(AN 
TERMS 

(continued) 





Stnmary -Description 



Promissory Note ; Borrowers must sign a 
ndte for each loan. 



Grace Period ; The grace period is* 
af^er the date the borrowe 
a half-time jstudent. 




isspry 



ifne months ^o 
ceases to |be 



• Rei>ayment : ^Repaymen(^ usually begins indiediat^ly 
after the grat'e period, norlnCally in monthly install- 

^ meiit^>'6ver a period of five to ten years^ A minimum 
of $360 per year must be paid on eacli loan. Loans 
may be prepaid at ahy time withcrut penalty. 

Interest : Ii^terest n^ to exceed seven percent 
tbegiiA accruiihg inmediately on th^ unpaid loan bal- 
anCeTnr^JL barrower whose adjusted l^ily income la 

JUeJL^„tteJQL515^^ 

federal interest benefits on loans totaling up to 
^2,000 per academic year (others whose adjusted 
family income exceifsd^ .$l>iObO or ^o,^$h/to borrow 
more than $2,000 pisr year may also j!^. eligible 
based on an< asses squepi^ of need>. For eligible 
bortowers^ the Office of Education pays' direc| 
to^the lender all. interest charges as they accrue 
prior to the repayment period;. All student^s are 
r^SDOnsible* for paying Interest charges during the 
refMtyment period , - - / . \ ^ 

' Ittsurancit rXAo Insurance premiun of pnct percent 
each^^y^r of the total loan amount oiitstaitfJLng is 

e coljiftie^d advance by the lender from th^ Borrower 
undej statfe or private gyaran^e^agency prdgrams; 
und^r FTSl. the ptemluA/ls limited to 1/4 o.f\oiie 
^>lferc'ent.^ ' Ji ^ \ /, 

Loan Cancellatto(a : Full cancellatibn of a borrower/ i 
unpaid loan bal^dice plus accrued iniCrest^s allowid 
uqder^^ny of the follc<k.ng cltciouitances: 



• death * * - 

peniatieftt and total dlsabirlity ' j 
#r .official notification of baokn^tcy 



ieMtlfiued^^ 
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Table 33 

Sumnary of the 
Guaranteed Student Loan Program 



(continued -5) 



Item 




LOAN 
THRMS 

(continued) 



PROGRAM BEGAN 

PROGRAM 
TERMINATES 



NUMBER OF^fiANS- 
DOLLAR VOLUME 



Summary Description 



Deferment ; Repayment may be deferred for: 



e active duty in the Armed Fojp^es (up to; three 

years) ^ \ 

• full-time service in the Peace Corps 6r VISTA 

(up to three yeaM^ 

• return to full-time study 4t an eligible school, 

The Federal Goverrtnent resumes interest payments 
during a deferment period 'for eligible students. 

1966 - ■ I 

1976 legislation for continuation of the program 
is pending). 



Inception fffrough 
Year 1975 

'7,950,000 

$8.23 ,billibn 



Fiscal Year 




995,000 (eit.) , ^- 
$1.49 billion (est.) 



::975 



Table 34 



Sumpiary of the 
National Direct Student Loan% Program 




Summary Description 



PROGRAM 
ADMIN IST^TION 



PROGRAM 

RESPONSIBILITIES 



To provide low-iriterest -bearing loans at eligible 
•higher education and vocational institutions for 
needy undergraduate and graduate stud enti^s*. 

The Office of Education annually distributes to 
participating schools National Direct Student Loan 
(NDSL) funds in amounts determined by an allotment 
formula and applications for funding submitted by 
the school s« Each particifjating s^hbol must estab- 
lish a student loan fund to which it confLributes 
(from its own funds) lone -ninth of tlj^^araount of 
,fhe federal' cpnlrlb^^ are reim- 

bursed each fiscal y^ar by the Of fide of Education 
for the amount of their outstanding sttident loan^ 
that have been cancelled. These monies are Ire- 
turned to the fund, as ap collections on sffudei 
loans • ^ 

Institutions: receive student appllcatlons/^eter- 
mine eligibility and the ainount of the loan accord- 
ing to a needs-analysis system subject/to approval 
of the Office of Educ^itlon; disburse loans to 
borrowers; make loan collections; and provide fund 
accounting reports to the ComoM^ssloner of Educa- 
tion, ' ^ 




\ 

elk;ib;.e 

INi^TIT^IONS 

• \ / . 



Borrowers: must inform the lending school of any 
chan^fs In name or address until the loan Is paid, 

To^ participate in the program all institutions 
must, be: 

located in the United States, its territories 
or possessions; and ^ I 

•~ an accredited public or nonprofit inscitution 
of higher education offering at lei^&tla two- 
year program applicable toimfd a bachglor^s 
degree; or ; • 

an accredited public or OM^ratiJt^ viicAtlanal 



(ce«itlnued) 



Table 34 * 

SumDAry of the 
timtlonal Dire ct St udent Loan Program 



Item 



ELIGIBLE \ 
"INSTITUTIONS 
(continued) 



ELIGIBLE 
STUDENTS 



AMOUNT OF 
LOAN 



Summary Description 




Institution^ o£^ higher educa^on offering not 
less than a* one -year program;^ or 

an accredited proprietary Institution proyld- , 
^ttg at least a six-month program of training 
for a recognized occupation, vh'lch admits as 
-regular students only those vl^h a secondary*- 

schoCl dertlficate or equivalent, and ^ich^ 

has been In existence for at least two yetrs T' 

An applicant-must ber 

• a citizen or national* of -thr^Unlted States,, 
or In the A United States ^for other than a 
tempor^r^purf/bse; ^ ^ ^ . > 

ft.,- . ^^t^*-'^,' 

# enrolled or accep ted f oft enrollment as at 
le^t a half-time student In a participating 

— J.iistltu|Hb1i;* and 

Se In need of the loan to pursue a course of atudy*. 

* •# ^ 

Exclusions; In accordance with federal regula- 



tlons, Tio student- of ^dlclne, dentistry, osteo- 
pathy, optometry, podiatry^ veterln^ry^medlclne; 
pharmacy, nursing, or'crjmlnal justice irtio inay be^ 
ellglbl4^0T a Heal th'{|rof ess iona Studenji: Loan, a 
Nurslng^S^udept Loan, or a Law^EnforcemdHt Bdu'ca- ' 
tlon Loan may receive a loaivtinder the li)SL program « 

, » ^ - j 

Undergradtiates lit-ttaftf^rst two years or studefitt 
In vocatlonialnnxigrams may bolwrow a -total of $2,500 
(the- ii^xlmma Q a ii p ^ t ^yeiir) • . * : 

Undergraduate s/jilKrlM^e qjftnpleted two years of 
st^dy towar^^he bachelor ^aldftgree may botrcm up . 
to-a. total, of $5,000 (inctodlng attOunt» borrowed 
duri^M! the ftflp*wo years) . , * 

Jteadiialie or professional -KJ^gc*e atudenta may hQJBitim 
up t< a t^^.det^t of 41^^,000 (Ineiuding ^pount 
borrcwed as an AindergiMtsi^te) • . 



1^ 



Item 



L(MLN 'TERRS 
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Table^ 34 



Sumnary of the 
National Direct Student Loan Program 




Sunsoary Description. 



Affidavit ; Borrowers must sign 



ah affidavit it 



itatr 



ing the loan will be used only for education 
expenses. \ \ . . / \ \^ 

Promissory, Nott^ : Bo^owers must/sijgn a promissory 



note for eaeh loan. 



Grace Period : No repayment^arci .required and no 



interest accrues during th^|trac0 period bf . nine 
consecutive months Immediately fo^ldwlng termlna*. 
tion of 'at least half-t^e study. 

Repayment ; Loans piusf ^ccrued interest are^payabl^ 



over ten years, beginning immediately after the 
grace period' expires. Repayments are made in equal 
raontKly, bi-monthly, or qqartetly installments, at 
^ ^rate-~ofL>4iot Tos^^^Jian^^ 30-per-mootiv»~There-4s^ 
penalty for prepayment. " • * • ' ' 

Interest : Interest begins, to accrue At ttfe^ rate 



of three percent per*year immediately 3fter..tht 
^race period expii^es^ybut not during perlods^of 
defetment. 

Loan Cancellation ; Cancellation is aya.ilable ^or: 



• .full-time teachitig in a publ;ix: ojc other non^ 
profit elcmesotary or s^condaxy school with a 
high concentration of* students from Tow-^incoirfe 
famllitss or for fulj-time teaching of handi- 
.trapped children iti a publk: or other nonprofit 
ele^cutary or secondary* school system^at th6 
rate of 15 pe recent of ^(ie t^tal ciy|s tanking 
principal axriount ol the lo^^ plus accrued In*; 
terest for each of tbye firs^t and second^ years,. 
20/^ercen^ fpr each of the thlt^ and ^fourth 
y^parfe^ aM*3b percent for the fifth year) 



e^ work as a fult'^tloi^, staff member- 

progriawr; x]pTdvided.'s^la0 la no more than that ; 
^ - of c o m parab le l^cal ^es^ ^ 



-A 
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, . Table 34 

• Sunnaxy of the ■ / ■ • 

National Direct Student Loan Program . - (c6ntlmted-4) 



' Item « 



LCAN T5RMS « 
(contlnjied) 




iR*M BEGX^H 



PROGRAM 

TERMINATES 



mmzt. or li 



DOLLAR lALUE 



2L:_ 



Summary Description 




15 percent per year pl|s accrued ijatefait.^up. 
to AOO' pe.rceat of ^ the* I^ai^y ' ' ' ^ ; 

• service as a member of the Anne4 Force* In an'^ 
area of hostilities (^t the rate of 12.5 per- 
cent of principal pltis accrued interest for each 
yeiir u|v to 50 percent of the Iban) ; / ^ \. 

^Fuil cancellation of a. borrower** ujipald loan bal-^, 
ance is, lowed a upon receipt of official notifica- 
tion of* bankruptcy.. I 

Deferm/nt : Repayment may her^feferred ax^ no in- 
teres^ accrttes during pJfriods. of / . . 

eryice in- the Armed Forces ,, Peace Cjorps, or 
three-yearahr h~ 

^959 (originally th? National' Defense Stadent'Loan 
program). *^ ■ . , , 

1976 (legislation for continuation of the program 
Is pendiag), i 



Inception Through Fl pcal-¥Mir 1975 

6.5-mJfllioti loans Iwrolving arf eatimated 
3.5 million students. 



$5.2 Billion of 'which 
was $2.8 bl,lM6n. 



th/f 



federal contribution 



t 





Table 3 



SuniDa|;y of 
Heajlth Professions S 




PURPOSE 



PROGRAM 

'ADMINISTRATION 



the 



t ident Loan Program 



PR06^ 

RESPONSIBILITIES 



To provide long-tettn, X<?y-tet«i;;p3^ laais %6 Students 
In specified hea|fc^^ professions, , ' 

i Federal funds are allocated annually by the^ National 
Institutes of Health to participating schools of 
medicine, dentistry, osteopathy, optometry, pharmacy, 
podiatry, andL veterinary medicine. If requests for , 
funds exceed the amount available, allotments are 
determined by statutory formula. Each participating 
school must establish a Federal Capital Cotitribution 
Fi«nd, to which th^ institution contributes from its 
own funds one-ninth the amount of the Federal con- 
tribution. .Collections of principal and interest^ on 
student loans are returned to ^the fund and re-lent 
to ^ti^ents. Institutions fiftibmit fund administration 
reports to the U.S. Government on an annual basis. 

Institutions; Select loin recipients according to' 
needs-analysis "^system, determine amounts of loans, 
and disburse loans to boirrQwers; inform students 
regarding interest chargips on the loans; conduct 
exit interviews when borrowers J.eave school; make 
loan collections. 



^ ELIGIBLE 
INSTmmON^ 



ELIGIBLE 
•STUDENTS 



Borrowers; Must inform landing school of any -change 
of name or address until loans are paid^ 

To participate in the 'program a school mu»t be; 

• an accredited public or nonprofit private school 
of medicine, dentistry', osteopathy^ optometry, 
phamacy, podiatry, or veterinary medicine i&f far- 
ing a program leading to the first profestibnal 
degree ; and^ ' • | 

■ ^. / \ 

• located in tt^^ United States, its possessions ' 
or territories « 

An applicant must be: 

' I.- / . 

• a cltlsen or nktional of the United States^ or 
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Sunnary of the 



/ 



. / 



Health Professicyns Stud^tf/Lo^n Program (c<>nt,inued-2) 



alth p: 



■ / 



Item 



SunnUtry Description' 




ELIGIBLE 
STUDENTS 
(continued) 



/ 



AMOUNT 
OF LCAJl 



\Sm TERMS 



in the United States ^or other than a /t 



purpose ; 



enrolled tir accepted for enrolJ.ment/a^ full- 
time sr^ent in a participating sc]?ioolY^nd 

in need of a loan to pursue/ a ^c^burs© jfff study. 



Exclusions; Preprof essipnal- ^tudeh)^, inters, resi 
deats, and students pursuing i^dVM:ced training are 
not eligible for a health profusions studeirc loan. 

1 ' C . \ ' 

National Direct Student Loan (NDSl) program : \ So 
long as a school participates in the Health PMfes- 
sions Sttjdent Loan program, no student eliglble\ 
for a health professions loan may receive an NDSl 
loan (in accordance with the Health Professions 
JEdycatiptiai Assistance Act of' 1^^^ and subsequet 
amendmenj:s to the Public Health Service A<:t) . 

Legislation provides for a Wximum loan of $3/500 
per year; however, in reality^ the maximum air 
varies from year to yerar according to progran 
appropriations and iSv substantially below 'the 
imum authorization. ^\ - . * 



unt 



^max- 



Promis$orv Not^ : Borrowers must sign a pfomissotly 
note for each loan, • , 



Grace Period : The grace Wiod, during which in-j 
terejst does not accrue and! repayments are not re- 
quired, begins immediatelj^ after the borrower 
ceased to be a full-tim^ student., Loans made 
after June 30, 1969 have a one-year grace period; 
loans made prior to^ly 1, 1969 Ijave a three-, 
year grace pef iod, j • 

Repayment ; Loan/ pi us /accrued internist ajre pay- 
able over ten years, b^gimi|ing immediately after ^ 
the end of the grace period. Repayments. are fciade 
in equal or graduated jlnstallments. TJieire is no 



(continued) 
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Item 



LOAN TERMS 
(continued) 



Tabte. 35 



Summary of the 
Healtjh f rofessioha^Studenf Loan 



Pr og ram ( co n t Inued - 3 ) 



'Sunmary Description 



pjprialty for loan prepayment. (Note: borrower^ 
li^ending to practice in a shortage area will )iave 
to consider that prepayments will result in a re- 
duced base qpon which the amount of yearly cancella- 
tion is calculated.)- 

Interest : Interest begins accruing immediately 
after the grace period, but not durlj%^ periods of 
deferment.. All loans madef after June 30, 1969 
carry an interest rate Of three percent per year. 
Loans made prior io that | date carry the interest, 
rate then in effect • 

Loan Forgiveness : Studerits who received loans on. 
or after November 18, 19711, and who fail to com- 
plete their health professions sttdies^ may have 
their outstanding loans repaid by the Secretary 

It they,, . _ ' ^ . . 

• are^ in exceptionally needy circumstances; 

• are from a low-income or disadvantaged family; 
and 

• cannot be expected to resume sttidy within two 
'years. / * 

L oan Cancellation; Full .c^c&llat ion of a borrower's 
Unpaid Health Professions Loan Balance plus accrued 
interest is allowed for: 

• death 

• permanent and total disability i 

Cancellation of Health Prgfeaatons Loans Made Prior 
to November 18^ 19711 Cancellation provisions in 
effect at the time these l^ans weye made are still* 
£^va liable to those borrowers who . ' ^ 

• are licensed to practice medicine, oste^opathy, 
dentistry, or optometry. 



ERIC 



(c ontin ued). 



13a 
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Table 35 



Suomary of the ' * 
Health Professions Student Loan Program (continued -4) 



SuDinary Description 



agree to tnractice in a designated shortage area 
for twelve consecutive months; and 

receive certification of eligibility for can- 
cellation from the appropriate State Health 
Authority. 



Such cancellation is available for up tp 

• 50 percent of the unpaid balance of the bor- ^ 
roller's Health Professions Loans aJfc the rate ■ 
of )ten percent for each complete year of 

»r4ctice in a shortage area certified by the 
^tate Health Authority; 

• 100 pertent of the unpaid balan^je^of the 
Health Professions Loans at tKe rate of 
fifteen pcKlSt pef y^^^ 

shortage area also designated rural and low- 
income. , , ' t 

Or, sti*dents with loans mad^bejor^ November 1971 
may choose to enter into an ag^^ement with the 
Secretary of Health, Educakiotii and Welfare ^o 
serve 'in a shortajge area^ wherfiiby portlods of their 
outstanding loans may be rebald. by the SecreXary. 

^ ^ I • / . ^ 



Repayment of Health Professions Loans Made^ After s 
November 18% 1971: These loans may be repaid in 
part under agreements with the Secretary of Health, 
Education, and Helfaflfe^as follows: 

Repayment of Loans Onddr Agreement with the 
Secretary of HeaURr Ed^ication y and Welfare to 
Serve in a Shortage Are^: Individuals who have 
' received a degree of doiftor (or ec^u^yaXent) In ^ 
medicine, dental surgery, •osteopathy, optometry, 
podiatry, pharmacy (B.S. or equivalent), or veteri- 
nary medicine, may enter into agreement with the 
Secretary of Health, Educationv and Welfafre« at 



^ • (continued)^ 





Sunnuiry 
Health Professions 



of tbe j 
Student Loan Program ^ontinued-S) 



Sunnary Description 



LOkH TESkS 
(continued) 




his discretion, for repayment of-^ia portion of all 
eligible education loans Incurr^ In meeting 
costs of attending a, health professions school » 1 
return for two or three consecutive years of ser^ 
vice In a designated, shortage area. 

Under the agreement » balances of eligible 1^^ 

outsifodlng at the beginning date of service plns 
Interest are repaid as each loan Installment falls 
due» With an additional payment "^at the end of the 
service period to -bring the total payment by, the 
Secre,tary ^p to 85 percent of the outstanding bal- 
ance » plus Interest » as of the beglnnli^g date of 
service as folloys: 

• 60 percent after completion of the second/year j 
of service; - 



an- additional 25 percent ai 
third year of seivrce« 



fter completion of a 



Failure to complete two years < if service makes the 
borrowers .liable to reimburse l;he Secretary of Health 
Education, and Welfare for any payments made on theli: 
behalf; failure to complete the third year (If such 
a contract ^were ratered into) makes the borrowers 
liable to reimburse the Secreoary for payments madef 
on their bdialf for the third /year'* 

Deferment of Payment; Repayment is ^n^red and no 
interest accrues duijping periods when the borrower: 

• re-enters (irlthin the« grace period) an eligible 
' health professions school for full-time study; 

• perfcgrms full-time »^ active duty in the Armed 
Forces^ Nat io^l Ocean Survey,^ or O.S. Public 
iHealth Service » or serves as a volunteer under 
the Peace Corps Act (up to' three years); 



(c0mtl|iued) 
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Table 35 

SuBnary of the 
Health professions Student 



Lolii 



Ln Progran (cont 





PIJOGBAM BEGAN 

PIOGRAM 

TliRMINMES 



1IUMBER ^ 
I )F 'LOANS 

pOLlAR 
VGLIME 



inced professional training of at 
e«ic,,ye«f^eyona the first pro- 
■SeTincluiing inteirnships and 

(Note: For loans dated on or alter November 18, 
1971, there is no llinitatiion on periods of 
advanced professional tfrainlfli iihich may be de- 
ferred. Fpt loans made before Itovember 18, 
1971, but'^fter June 30, 1969, ^efer^le periods 
df advanced training are limited to five years. 
For loans made before July 1, 1969, periods of 
advanced professionil t Aintng- of up to five 
. years may be deferred subject to the lender s 
and the Secretary's approval r- provided that 
in no case may the total length of the defer- 
- ment- and-grace period exceed jslx^yearsu) 



1965 



1976 (legislation for ^ntinualion of th^ program 
is pending). 



Inception Through - - — 
fiscal Tear 1975 
; f estimated) 



261^422 
$2^,843,476 



Fiscal Year 1975 
(estimated) 

29,211 

$35,^80,000 



V 




PURPOSE 



PROGRAM 
AOMIHISTRATION 




ROGRAM 
"RESTOKSIMLTTIES' 



ELIGIBLE 
JHSTITUTIOHS 



ELIGIBLE 
STUDEHTSir 



Pederai jfunds are allocated annually by jhe National 
Institutes of H^th to participating schools of 
nursing^ If requests for funds exceed the aaouilt 
available, allotments are detexteined by statutory 
fomiU. Bach participating school establishes a 
Nursing Styirtent Loan Pund to which the school con- 
tributes from its own funds not less than pne-ninth 
the amount of the federal contribution. Collections 
of principal and Intejrest on studoit loans are re- 
t^xmed to the fund ^d re-lent to students. Insti- 
tutions submit fund administration reports on an 
annual basis to the U.S. Government. 

Institutions; select qualified applicants a^joake^ 
determination. of need; maintain records of approval 
and disapproval of appli<rations; inform students . 
about Interest charges before a loan is ma^e and 
conduct exit interviews with borrowers before they 
withdraw from school; make loan collections; an^ 
submit fund administration reports to the Secretary 
of Health, Education* and Welfare. 

Borrowers; must toform the school of any change o3E 
name or addr'ess until loans are paid. 

To be eligible to participate, a school must be: 

• an accredited public oj nonjnrof it private school - 
of nu^sAg offering a program leading to ftot 
less than a diploma in nursing; 



• located in thi United States, its possessions, 
or territories. 

An^appllcant miist be: ^ 

• a pitlzen or jiajtlonAl of tke United States^ or 
, .In the U»S» for other thte'a tempMiory purprae; 
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Table 36 



Item, 



4- 



ELIGIBLE 
STODElfTS 
<coiitinued) 



AMOUNT 
OF LOAN 



LOHUI TEBH5 



ly exceed 



lent 

A Baxiflnin of $2^3t)0 miy be borrowed 4»er 
year up to an^^^ggregate of $10,000. ^f 
is enrolled/ui a counse of study 
nonth acadteic year * the annual 
crease^^roportionately the 
:^fi6iieve¥^nr^ ' 

Proalssorr Hotd ; Borrowers msf sign 



SuHsary of the ^^j>^ 
Nursing S tud ei^^^-frbgraa 



(continued *2) 




Sunnary Description 




enrolled, or accepted for enrollafei , 
eligible school as at least a hi^lf^^^tlae student; 
and . . ' / 

In need of the loan to purfWa courae study. 



Exclusions : So long as 
the Nursing Student Loan 
ellgibte for a Nursl 
a National Direct S 



>o\ particlLpates in 
no st ident 



tudent Loan loay 

L^lle 




no£.re- 



ix>te for each loan. 

- Grace Period ; Repi4»»t of ^ principal Isl 
quired and interest does not accrue duri|« the grace 
period which begins iMnediately lAeti the borrower 
ceases ito be at least a h*l£*^bi student; IMUS . 
asde after June 30, 1969 l^nre a aln^^sKmth grace ; 
period ; loans made prior to Jidy 1^ 1969 carry a 
one^year grace period. (Rote: for loana Mde prior 
to Noveii>er 17, 1971, the grace period begins when 
. the borrower ceases to be a full-tlae student.) 

t - ■ ' * 

k^ea^: Repaywnt begins iMedlat^y after the 
grace period, with equal or gtaduiSed inataHattt* 
f^^iw^^ over a period of ten years. There ia tie 
penalty for pirepaywnt. (Note: Stodeiita planning 
to enter es^loyaent as registered 'mraea Hht loan 
cancellation purpd*ea will have (o consider the 
effect, of pr^aynenta on the haaa aaount on which 
yearly cancellation la celcnfatedQ 

tnt^raat ; All loans siade ajft^ June 30, 1969 carry 



(contlMtte df 



T«ble 36 



. Sumnaiy of the — „ 

HuAing St\j^fi^t Loan Progm (coiitiiiijed-3)^ 



Item 




LQ^ TERKS 
(conti 



SuDDtfity Description 



«n interest rate of three percent per yetr^.vfaich 
begins tp accrue after tl^ grace period expires, 
but does not continue during periods of defement. 

Loan Cancellation ; Full cancellation of a borrower*! 
unpaid loan balance, plus accrued interest, is ' 
allowed under either of the following circumstances:. 

• death 

• ' permanent and total disability 

Cancellation of Wursing Student Loans MaJe After 
Hovenber 17, 1971 ; Cancellation of up to 85 per- 
cent pf these loans is available for full-time 
employisent as a registered nurse' in a public or 
nonprofit private agency, institution, or^rganir 
zation,"at: the rate^f 15 percent"'of the"Kpn'^bar- 




anee outstanding on the date of beginning si 
^^^employaent , for each of the first, second, at 
third comp).ete year of employment, and^ 20 pei 
for ^ach complete fourth and fifth year. y 

Cancellation of Nursing gtudent Loa «fl P^-t/it^ 
rn Mmr^y^ 17. 1971 1 Cancellation of up to 50 
percGit of the total amount of these loans plua 
interest is. available for full-*time employment 
as a registered nurse in any public or nonprofit 
private institution or agency^ at the rate of ten 
percent ot the total of such loan plua Interest 
unpaid at the date of beginning such employment, 
for each year of eligible e^iloyment. 

Cancellation of up to 100 percent of 'the total 
amount of the borrower's loans plus interest Is 
available for full-tlm^ employment as a regiaiftered^ 
nurse In atMpubllc or other nonprofit bosnital in 
a designated ^rtage area, at the rat^f IS perr 
cen^ of the total amount Of loans, pl^ Interest, 
unpaid on the date such €iq>loyment begins for each- 
coi^lete year of employment. 



^ (.continued) 
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' ' Table 36 , . J 

Suonary qf the 
Nursing Student Lo^n Program (continued-4) . 

t , • * ^ A 


Item 


Sitamary Description 




LCj^ TEiMS 
(continued) 

if 

r ■ 


< » 
Repayment of Loans Under Agreement with the 


Secretary of Healths Education, and Welfare to 


Serve A Shortage Area: Individuals who have 
received a diploma^ associate, B.A. (or equivalent), • 
or graduate, degree in nursing mky enter into ' 
agreement with the Secretary at his discretion for 
repayment of a portion of all eligible education 
' loans Incurred in meeting costs of attending a ' , 
school of nursing, li^ return for two or three 
consecutiike years of full-time service as a 
registered nurse in*a designated shortage area* 

Under the agreement, balances of eligible loans « . 
outstanding *at the beginning date of service plus 
interest are repaid as each loan l^Hiallment* fal^s 
due. with an additional payment at' the end of the 


ft 

• 

V 

* - * . 

y 


service period to bring the total payment 'by the 

Secretary up toif . . « / . 

my 60 percent (of outstanding balance plus in- ' « « ' 
terest as of the beginning date of service^ 
f after completion of the second year of service; ^ ^> 

1 - * ^ 

• an additional 25 percent, up to &5 -.percent (of 
outstanding balance plus interest as df the 
beginning date of service) after completion of 
a l;hlrd year of service. , ' . 

Failure to complete two* years of service makes the ' ' 
/borrowers liable to reimburse the Secretary for 
any payments made on their B^ialf ; failure to com^ 
plete the third year (if a tlaceer-yeAT^^eemesit 

. were contracted for) makes the borrowers li^le to . / " 
reimburse the Secretary for similar jpayments made * ^ 
on their behalf for t;lie third year. . • ^ 

Deferment: Interest does not accrue and repayment . ^; 
is not required during periods lAen tL Untr^^mt:. 

# re-enters (within the grace per io^> eligible — ~ 




^tinned) :% 








FROGBAH BEG/^N: 

PROGRAM 
TERMINI^TES: 



DUMBER OF LOANS: 



itchool/^f^nursing for not less thi^n i hmlf-tlm^ 
^ courw^_ study; ' " 

• serves as a member of a uniformed service or . 
the/Teace Corps (up to three years) ; 

• pursues advanced professional training in nurs- 
ing. (Note: *fQr loans made before July 1, 190, 
all soch periods are deferable. For loans mide 

; after ^une 30^ 1969, this period is limited^ to/^ 
five years.) * ' ' / 

1965 ' • ^ 



1978 / 

Inception Thn^gih 
Fiscal Year 1975 

253,179 

$177 ,007^858 . 



Fiscal Year 1975 

- I 

22,500 > 
$22,800,000 



/ 




Sutasry of the 
EttforcwBentVEducittdnJProgram Loans 



Item 



.PURPOSE 



PROGRAK I . , 

ADMINIStRATieN * 



r. 



RESP(»ISIBILITIES 



ITOTIOH^ 




Sumbary .Qescrtpt^n 



To provide' hig^e^ edudatlon loans to . stents 
majoring In degfe\i>rogfamfc^ {frepar^ng them fo^ 



criminal -justice ^njrl«3f|nent. 



1 



The Lav^ Enfercement Assistance Adniiii9t rat Ion ^Jtkk} 
Wer the geneval authority b£ the Attorney General 
administers thr Law Enforcement Education Program 
(LEEP) through Its tei^ reglonkl Offices « The amfual 
LEAA appropriation Is distributed among the regional 
offices irfilcb evaluate annual application!' frqm . 
ellg4,ble Institutions.' All Junds disbursed to pi. * « 
Institution must be accoupt^ for. at the en^ the^ 
fiscal year, either In the form of approved ^t^ent' 
awards andyor refund of unexpended dollars* 



monitor^ and evaluate pfrogram activities. The^ , 
office of th* Controller processes all Institutional 
Igrants and student notes' and supervlsjss billing and 
cbllectldn~ activities e 

Institutions ; Determine student eligibility, accord - 
Ing to LEAA guidelines; aaslgn loans^to eligible 
students; obtain borrowers* slgnaturei on notesj 
provide career and flniinclal counseling for 'pre';- 
servlce students (those not yet employed fuller 
time in criminal justice), and inalntaln appropriate 
program^ records. * 

Borroiters ! Must. Inform lending sehool^ ot LEAA of . 
my change of* nam e or^ addr ess after ^ceasfng to ba 
ful^rtljn^ Students. \ : ^ r \ 

ro pattltfp^;in the loan pbr^ton of yJEP," an In- 
stitution AiatK^ ' ' /\ * i • 



bir * fuUy-aceraaitad v^Xtc or jponpcofit Hi- , 
' - ^tttvtion oFH^ir aducaijLbti o££arliii^ mt laaat. 
. a two-year ptogra8r»ittt*«r-iiH)tf .appUcabla 
-ioiwirt a bachal«5r*i,^ft«t{ ; - f 7 



.> Ceontinnid) 



Table 3r 



Sunnart of the] 
Law Enforceoent Educatioxw ^ogram Loans (coatlaued*2} 



Item 



ELIGtBLE 

DiSXXXVriONS 

(continued) 



ELIGIBLE . 



...X 



SumAry Description 



• be a dagree-^^grantlng Institution vlttr authority . 
to contract and manage ^federal funds; 

• offet a degree In a field of study In accord* 
WQCB with program guidelines; # 

a develop and Sponsor a crtmlnA justice Inttem- 
ship or wo^k experience program* as ^part o^ the 
.presejrvice program, not dependent upo|i LEAA ""fund. 
^Ittg; and,, .\ • . / 

• provide placement services for pveservlce sttf- 
ilents jse^king criminal ^justice employment* 

An applicatit must be^ " ^ ' 



• a^full^time pfo|essional employee df an eriflble 
law enforcemen^op criminal Justice agency , a 
^ate 'Or^local criminal justice planner, or a. ^ 
preservice ^l^ent (i.e*, no> yet emplc^yed ^'^In' . 
a crlmlnil ^stlce agency bi^t preparing for ^ . 
criminal .Justice' employment); 



• enrolled /or accs^ted for* enrollment as k full- } 
time student id a participating schdolyin k ' ^ 
program leading 'to a degiri^ pr certificate in/ ^ 
a lav enforcement -related area; * 

• cgnmitted to obtaining or resuming fuil-^tlme 
^employment in criminal Justi&e. after comfletion 

• of full-time s^iidy; ' 

• a citlaen'br national ^f«the Ihiited Sutii, or 

^ ii^ tlitf U«S« for'Other than « tei^t^ 

• • • ■ 

e holdfV. of .a Social S#cwit3i^i^^j^^ and 

• at liSft^t a second^ear atudeiit*<p:i^fsjirvti^ 
^ studet^: • " 




ELIGIBLE- 
STUDEUTS ' ' 
(cot|tlnued) 



AMOUNt 



LCAN TERMS 
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Table 37 , 



Summary of the 



\ 

\ 



Law Enfolfccfement Education Ftt>gram toans (contil 



3.) 



(Note: / Preferenc 
tlons r Sonne 1 on 
local /agencies.) 




Is given/to police andc^^^ 
idemlc leave from state or 



Excliislons ; ^n 'applicant may not be eligible for. a 
LEEP loan If he/s^e recelvils othef futids to pay the 
costs of tuition, books., and fees or Is a law en* 
forcemettt officer Who will be relipbursed retro- 
actively by a state or local gqverment for educa- 
tion expenses. .The LEEP guideline's manual provides 
3Eu»t6er details about these l&xclusions. 

♦Maximum loan per academic year is $2,200, or the 
cost ef tuition, fees, and books — whichever is 
less. Personnel on ticddemic leave to atteiid^ school 

full-time jaa)iL qualify^ fm: Ipam bfXo^^ .1 
tuition, fees, and books — but not to exceed 
$2,200. \ 

Promissory Note : ^ A borrower must sign a promissory 
note for each loan. A co-signer is required in the 
case of a minor. 

Grace Period : The grace period, during which in- 
terest does not accrue and repaymenta are not re- 
quired, begins iBmedlately after the borrower ceases 
to he a full-time student, and continues for six 
months*. 

Repayment: Loans plua accrued &teireat ar^ pmy^ 
abl^ over ten years, beginning inmediately' after 
the grace period expire^, ^^paymenta are^made^in 
equal qiUrterly InstallJitents of least }X%0. 
There is^no penalty for prepayflient . r % 

. ■Jntetest : . Interest, accw* at aeyiBn percitnt a.y«V 
^^menclng at tlie beginning of tKe tepaymenty^fcrlAd, 

}jomx, cancellation ; Full cancaiUtlon:©! the unpaid 

•■ ' • ; -, • ■ 
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Table 37 



Sunnary of the 
Lav Enforcement Education Program Loans (continued -4) 



Item 



Sionmary Description 



(continued) 




FROGBiflf BEGAN 



TES 



NUMBER OF^Q^ 
fOLVtSE 



"balance of a loan, plus accrue^^^terest^ occurs 
in case of death or permanent/and total disability. 

Cancellation is available mr up to 100 percent of 
the loan at the rate of 25 percent per^ear for each 
complete year of: 

service in full-time criminal justice employment^ 
(a full -time' criminal justice employee on leave ^ 
for educational purposi^s is entitled to cancel- H 
*. lation credit while in school at the 25 percent 
per year rate) ; 

• full-time teaching lii a criminal justice related 
degree program at a LEEP participating ^tistitu- 
tion. 




Deferment' of JPavfaent ; Repayment is deferred and * 
no^interest^6crues during periods when the 
borrower: 

4 Serves as a member of the Armed Forces (up to * 
4 years) ; * 

• is a full-tim^ student. . t - 

^Payment is deferred , but interest does accrue In 
ap^ro^ed cases of undue hardship when extraordinary 
circuDStances prevent borrowers frdm repaying tj^eir 
loan obl^atlons according to the established 
schedule. ' " 

1969 



1976 



Inception Through Fl'ScaL Yeat 1975 

. ^ . 129,710^ 
^ i$57, 2^7,088 (esttittated) 



1 O - 

ERIC 
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United 



Table 31 

'feumnary of tte 
States Loan Program Tor Cubatf\Studen,t8 



Item 



PURPOSE 



PROGRAM • 
ADMINISTRATION 



administIative 
responstbilities 



■7 



ELIGIBLE 

iNSTrnrriONS 



ELIGIBLE 
STUDEOTS 



, ^iSBBAty Description 



To provtde long-term, low-interest-bearing' loans -to 
Cuban national "aliens" .in the United States. 

The Office of Education distribufes loan fun^s to 
participating institutions 9.f higher eddcafion on , 
the basis of need estimate*^ submitted at least one 
month prior to the beginning of each enrollment 
4>eriod. 



Participating institutions select thej^owers; 
determine, on the basis of need, the amount of the 
loans; and disburse tfie approved loans to .the 
borrowers. 

The Federal Govenntent collects the loans. Partici- 
pating institutions must submit the students' ^ 
appli cations and Promissory, notes to the Offi" 



Education and report when Fdfrower^^ taire 
students. 

The borrowers must inform the Office of Education 
of changes in status^ name, address, etc., until, 
the loans have been repaid. 

To participate* an Institutictn must : , 

• be presently participating in the National 
Direct Student Loan Program; ^ 

' ,v ^ • «. ■ , ; 

• execute an igreement with the Commiasloner of 
Education tojestablish a Cuban Student Loato 
Fund and to make loans only to eligibU Cuban. 
Students. , ' 

An applicant must be: * " >. " • . ^ 

• a Cuban national with "ali*^" fttttua in the 
U.S. who is currently patticipatlnft In the ^ 

• program (no new applicanta now being accepted) ; 

' • *ettroiled or accepted for eMitfllBetit as at leaat 



(continued) 



/ 



V 
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Table 38 



Sunmfiry of the 



United States Loan Program for CuttaA ^Students (contlnqed-2) 



Item 



1 ■ 



AMOUNT 



LCAN TEraiS 




^-.yVW f W^i'WW^kUA V. 

year, not to exceed an aggregate total 'of $5,000. 

Graduate or profe ssional degree students ; maxiiouni 
of $2,500 per academic year, the total aggregate 
loan (^including* undergraduate study) not to exceed 
$10,000. ^ 

i ' ^ , 

« ^ 

3im«aei|' dtudy to accelerate progress toward a ^egrele 

a^law$ a borrower to exceed the maximum annual loah 





lescription 



a half -•time \itA^ 
in an eligib\,e tpstit|utiV 



srgrac ua 



• in need of the loa1i tD pursue a course of 
study. 

Underfljrkdt^tftft' maximum of $1,000 per academic 



or graduate^ student 
^n; and * \ 



?5?mis ^?>y Ji^^M^ per aummer^AdJttlT 

hour^tor undergraduates and $83.^3 for graduate 
workj/ Maximum annual loan, therefore, for studen^k 
ensiling for, a full year is $1,400 for under 
adu^tes and $3,500 for graduates. 



Promtfssory Note : The borrower must iign a promis* 
sorjf Inotej for each loan. | 

Gracel period s The grace period, during which no 



interest accrues and no payment is required, con- 
slstk of 12 coj^secutive months Immediately follow-* 
ingjthe date^die boxrower ceases to be^at least a 
halfl-tlme ftudent. 

Repayment; In ten equal annual Installments of 



principal and interest beginning Ijmnediatffjy after 
the grace period expires. There Is no prifa^lty 
for prepayment. Arrangements can b^ madiT^beforfi 
th# grace period ends to pay the amount Sue 
annually in several Installments. / 



Interest; Interest begins to ac'crue at^ the rate 



of three percent per year lmmediat^y if ter the 
gtaee period expires, :but not during periods of 
deferment; -> i • 



(cont 
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Table 38 



Sumary of the 
United States Loan Progran for Cjiban Students <contli 



-3) 



Iten 



LCAN TERMS 
(continued) 



Sumary Description 



Loaft Cancellation : Full cancellation of a bor- 



rower's outstanding loan balance, plus accrued 
interest, is allowed under any one of the follow- 
ing clrcimstances: 

death 

petiDSTient and tot^al disability 
official notlficatton^f bankruptcy^. 



Cancellation of Loans Made Prior to July 1, 1972; 
Cancellktion of up to 100 percent of the total 
outstanding principal amount of theCJoan plua 

accruca interest is available for: 

h ^ 

t • ful^i-time teaching, begimiing academic year 
1969-70, in a or* other nchoprofit school 

with a "high concentration of stu dents from 



la^lncobtt families," or for tea<£lng hanJI- , 
' capped children in a public or other nonprofit 
elementary or secondary schoo^ (at a rate of 
15 percent per year). - 

Partial cancellation is avallabJLe for: 

• ^11 -time teiu:hlng service in a public or other 
nonprofit elemwitary or secondMir ^lool^ In- 
stltutlon of higher education, or other Institu- 
tion participating in the Hatlonal Direct Student 
Loan^program (at the rate of, 10 percent per 
year up to a maximum of 50 peteent of th^ out- 
standing 16aa balance, plus accrued li^ertat)« 




qayellatlon of 
tneellitioii Sf 




e on or After Jvlf 



1972: 




percent of the 

in^ IiilTii aiHjifeiint n f the loan plus ^ccru 

Ltereat i^aWdlkble ^c^: 

: \ 

^l-time. feac^ing in a public or other' 
j^flt el^ntmtr w eecondmry •^looi ^t| 
high ccviMnttmtlod of ^tudenjU 




(coot: 



^4 



Table 38 
*Suiiinary of the 

United States Loan Program for Cuban 'Stxidents (continued-4) 



I(eB 



LQ^ TERMS 
(continued) 



ntOOAM BBGAH 

ROGRttf 
TERfDATES 



VDWER €P 



Suomary Description 



fttallies; ory^as a^ full-tlae teacher of handi-* 
capped children it a public or other tmiprofit 
elementary or secondary school systesi (^t a 
rate of 15 percent for eacji of the fifst and 
second years » 20 percent for each of the third 
and fourth years , and 30. percent for the fifth 
year); 

— ' • 

fall-time staff vorlc in a Headstart program! 
provided salary is no morr than that of compare- 
able local employees (at the rate of 15 percent 

per'yea^). 



Partial cancellation 'is available for: 



i' ' 

service as a aeid>er of the Armed Forces in an 
amA^i^ h ostilities (at the rate- of 12,5 



cent. per year for up to 50 percent of the loan 
plus accrued interest) 



Defeiaent^gf Payment : Repajme 




for any period during vfaich the bo vta f t jc: 



• Is at least a half-time student at an eligibly 
institution of higfi^r. education; . 



« Is a member of the hrmmd Foreea of the Qaited 
States y . or a volujlt^er in VtSTk or the FMca 

Corps (up to three years) • 

♦ 

1961 



1977 



\ 



Inc«ptlon nupourii fW«> Tear 1975 



. 16,012 
$33,351,161 
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Table 39 

SuBfeiary of the 
Greduete, and Profeislonal Scho<A Loaa Progra 
o$ United Student Aid YmM\s, Inc. ^ 



Itc 



PURPOSE 



— PROCW 



TSATION 



1*- * 



PBOGIAM 
lESPCmSIBILITIES * 



ELIG IBLE" 
IHStlYUTIORS 



ir; Description 



to mk^ loan funds available to graduate and pro- 
fessi^l students in the fields of aedicine, 
dentistry, ^iisiness, and lav. ( 

Participating institutions, or associations of 
institutions, deposit with United Student Aid ' 
(USA) Fuids one-teAth of the awnsnt of loa&B to ^ 
be i^e available to their students. USA Funds * 
acts as guarantor for loans capitalized by the 
lending institution (the principal lender to date 
has been Student Life Funding, Inc.), USA Fund^ 
piogras administration costs ccae froiiLe§rnlnga 
on institutional deposits. An endorseMUt fee 
e<{ual to oiie-*alf of onfe percent of the outstanding 
prlnciptflbalance on all loans is charged by USA 
Fu nds to establish a special fund in t!ie n—e of 
each institution to cover defaults and /or c»iic«t"— 
lations on loans to its students* When default, 
losses exc^ the assets of this fund they are 
paid ^tocthe institution'* reserve deposit. 

teatltutlona : process loan appUc^tiqpa and proa- 

» ^^d^U m-m-^ eAMt* nSA. TtfMS- 



isaory notes vhich are sent to USA Funds, 
USA Futoda : guarantee^ loans; jMlntaina' records 



of afch institution's fund accounts, 
Lairiittft Tfiatitutiott ! approves notes and lonna c^' 



sl^Qgd ^by USA Funds; disburses loans, to borrdwarf ; 
sMkes lomn collections, « 

To participate in the piogrw/en iMtitutlon wt: 

• 1 be m accredited schodl of aedicine,. dentietty, 
Uw^ or Mwiness^fferlns « gtiiduete and /or 
piofoaiiMiel degree program; 

e be located in the United Statea, Ita.terri-' 
tories, or ppaaeHiona; «n4 / 



(contlnuedT 



ERIC 
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Table 39 - 

Siamry of th% 
Graduate and Professional School Loan Pr ogtaa 

of United Student Aid Fund^, Inc. (contlntted-2) 



It< 



ELIGIBLE 

mSTITDTIORS 

(continued) 

ELIGIBLE 
STUWm'S 

'A > 



AMOUNT 
OF.LqMI 



LGAN TEiRMS 



ERIC- 




iry Description 



• have a deposit vlth USA Funds. 



llcant must be 

• «f citizen* national; or pemanent resident of 
^ United Statibs; and 

enrolled or ac^pted for enrollment in a par* 
tlcipating school. . ^ 

A/aaxlttuB of $5*000 can be borrowed pe\: acadenlc 
year* with an agsreigate of $9*000 for business and 
law s€udent8>and $17,500 for dental or isedical 
students (incltiding po st - doctoral study) , Ixmns 
ar6 made in graduated amounts beginning at ajiin- 
imun of apd increasing by ^ncreBMnts'^of$250 
up to $2*0d0* and beyond that In $500 increments 
to the* $5*000 annual 




Promissory Note : borrower must sign a promis- 
sory note for each loan. 

* 

Grace Period : The grace period* dxsrif% which in- 
terest accrues but repayments are not required ^ 
begins On April 1 of the year of graduation and 
varies by field as follows^ 

• up to two years for business and lav students; 
e up to three years for denial students; « ! 
e up to five, years for med ica l students. * 

Studentil' who vlthdraw ^^mm school are alldbed a 
grace period of six mo^hs* beglnaing from s the 
date of withdrawal. ; ^ 

Repsyeatt Loans plus accrued Interest are pay- 
able 'over ssfven years la equal aoathly consolidated 
l i lt f atl aents. nure is no panalcy 
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Table 39 



Smmmry of the 
Graduate and Professional School Loan Program ^ 

of ^ited Student Aid Funds, Inc. (centinued-3) 



Item 



Stmary Description 



LQMI TERMS 
(cQQjtinued) 



FR06BAM BEGAN 

FXDGBAM 
TERMDATES 



HOfBER OP IQMIS 

DQLIAR VOLUME ^ 
I ' 



(Note: Loans are made fof a specified nunber of 
months vhich include the in«school, grace, and re« 
payment periods. All loans made tB^an individual 
axe diie and pay^le on the .same date, tegardleas of 
vhen contracted for.) 

later est; Interest beglx^ accruing lomediately 
at the rate of 11 percent a year Including the 
ei^iotsemept fee. ^ ^ * ' \ ^ 

Loan' Cancellation ; . Full cancellation of the unpaid 
loan balance occurs in cases of 

e death ^ 

e total and permanent disability 

ir~^Hl<S5rt»niI<StIcm^ 

Deferment of Payment ; ' Deferment may be arranged 
at the discretion of thr lending Institution and ' 
USA Funds for periods of; 

e active military service; 

e service in ACTION, VISIA, or the Peace Corps; 
e ^extre^ haMshlp^ 

October 1972 * 



Ongoing 

Inception Through 
Fiscal Tear 1975 

10,000' 

$r3,so6,ooo 



Fl»o«l Y<Sr 1975 

$7,300,000 

- .A 
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Note on Program of Thilted Student Aid Puiids^ Inc. 

Recent events IiKve occurred irfalch nay Jeopardize continuation of 
the Graduate and Prof^slonal School Loan Progran of United Student 
Aid Funds, Inc. The principal lender in the program, Studei^t Life 
Funding, Inc., has given notice that It vlll curtail Its Involvement 
In the program. Ik. M.D. Killer, -Chairman of the Board, In a letter 
to United "Student Aid Funds, Inc., noted that Student Life Funding 
was having great difficulty in borrowing funds at reasonable rates to« 
finance the graduate and professional school student loan program 
^mder present economic conditions. He said: 

Little relief appears In prospect vlth respect 

to the level Of Interest rates. ^ > 

I 

I 

Therefore, It Is with regret that we must advls^ 
you ^hat our future, conltment to the program 
will have to be limited. We plan to meet the 
needs of . student borrowers for the ]|975-1976 
academic year and will lend additionally as re<" 
quired In subsequent years to those 1 students vhp 
are «J.re4dy borrowers from SLF. 



We understand the former requirement will 1>e for 
« approximat^y $8| million of additional loans and v 

" ^ the Titt^rTHr-eSjtfflKed-'fiucther amount of ^6"mH- ^ ™7 

lion tlurough 1979 With these additions, we 
expect the volume of SLF tuition loans outstanding 
will grow to a totaJ/of some $26 mllllan. We are 
^ not prepared to Increase our lendlng-b^yond this 

level. . . 

• • . . •) 

In a letter to program participants, Mr. Ranald P. Hobbs, A^glonal 
Vlpe President of Unitmd Student Aid Funds, Inc*, noted: \ 

tfy associates at United Stjudent Aid Finkls, Inc. 
and are profoundly disturbed, of coutse^'by ^ 
this threatened curtailment of X loan program 
V that has proved so quickly and s6 widely bene^. 

f IcIkL to so many graduate stifilents in the fields 
of business^ law» dentistry, and medicine. I 
iMurdly need/add' that we 8bail* do everytfali^ pos* ' 
sible to find lender^ tct fiii the^ld,*^ 

Only time will tejli whether ^ the early syccessea of *the Qcadoate 
and Professional School Loan Program can be contiimed* 
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Appendix D 

Bankruptcy as a Problem in Loans to 
Students of Podlatrlc Medicine 

? 

'As indicated in Appendix G, a typical student of podlatrlc 
medicine borrows about $11,000 at the present time to get through 
college. By 1980, or shortly there^ter, students can be expected to 
be borroiring $30,000 to $50,000 on the average to meet rising tuition 
and' other education costs. Lenders and government of f^idals handling 
stydent loan programs a/e concerned tinders tandably that rising loan 
totals may lead students to declare bankruptcy on the co^)letion of 
their schooling but before going' into practice, thus avoiding repaying 
their education loans, ^ey foresee an Increasing problem during the 
next* few years with respect to some of the eight ullllon loans out- 
standing to liberal arts, vocational, technical, and many other types 
of students, particularly those who attend proprietary schools because: 

• under preheat economic conditions of 
Inflation an^ higher than usual unemploy- 
ment, many students are having difflQiilty 
in fining job's after graduation and are 
runninfluito unexpected difficulties in 

rapaying^ their education l o a n s ;^ 

• practically any students just out of college 
(as a graduate at a dropout) with a student 
loan debt can demonstrate tha| liabilities 
exceed assets. Accordinglyr if tliey^wish, 
they can take advantage 6i the dischairge 
privileges available under the curroit 
provisions of the bankruptcy laws; 

• recent publicity on a few students who 
hiiye successfully used bankn^>tcy as a way ^ 
of discharging their education debts may 
inspire other "smart?' students to follw 
ault. , 

At the moment ♦ however, bankruptcy involves only a negligible 
proportion of the student borrowers. The main problems are defaults 
and ^low payments. -Progress in tackling these problems is being made 
throi^ the establishment of better collection procedures, more follow- 
ups, counseling^ etc. > , 

thcistudy staff apd thfe l^anel concludad tftat -f(St cthfe r^aspns 
fankx^ptiy Is not, Ukejy to be a . problem in Ip^ to students of 
podiatriti^iiadlcine: . ' . \ ^ 
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1) The bankruptcy laws are up for revision. V 
Proposals have been made to amend these lavs 

^ to eliminate the possibility of discharging ♦ 
education loans through bapkruptcy proceedings • — 

for five years after the first instalMent is ^ * 

due. V / 

2) Students of podlatrlc medicine have assurance of 
virtually full employment after graduation and 
the potential of high future earnings. They 
should, therefore, have less reason to default _ , 
or declare bankruptcy than would be the case vtth 
liberal arts or vocational students vith lover 

./ earnings potential as veil ,as higher risks of - 
unemployment. Podlatrlc medical students .also 
are subject to supervision by both pi'ofesslonal 
associations and government licensing agencies^ « 
vhich may decide to vlev default on education 
loans taken during training. for the profession 1| - 

as ^ unethical act. 

3) Until nov» podiatrists and other health care 
professionals have had the option of repaying 

alX or. JLlarge„4>ortion of^ thedLr^ education loans 

by providing prof essional serviced in \inder- 
ser^ed areas at the discretion of the Secretary 
of Healthy Education » and Welfare. If this * 
option (not generally available to graduates 
'in other vocational and prof essional fields) is 
continued by lav» it should reduce by nearly 
100 percent the need for podiatrists to- seek . ^ 
bankruptcy as a vay of discharging education 
debts. , 

* 

Each of the reasons listed above if discussed in somevhat greater 
fetail below. 

Bankruptcy Lavs Are Up For Revision * • \ 

/ r ^ ^ \ 

\ The legal provision for the discharge of debts by petmons. 

vith liaMlities far irf excess of adsetd ^ vith no possibility of 
repaymtat traces back tcr the Constitution. ig.thott^ the current 
codlflcatloii of the bankruptcy lavs dates from 1898 » the lav hak been 
amended on mtay occaslonf^ soiietlmes after extensive hearing*^ - 
Qwgc^sslonal eommittees. Over ^ the years a number of excej^tions j^eom 
:a«|^irge from the baidcruptcy lavs have been incorporated in the"" 
statutes; for exaqile, it is no' longer poisible to m« ]^1cruptcy 
prcAredures to avotd paying federal » stated or local t^s or Haei; 
amoui|ts due for allmonjr^ claims for frauds claims resultihg from' 
embesi^lemenl;^ larceny^ Willful Injury, et^. • ^ 




In recent years the Cocgtflsslon on Baritrftptcy Laws of the United 
States (create* by CottgreSa in, 1970)^^11(1-166 National Conference of 
Bankruptcy Judges have conducted major studlesjuad prepared reports 
on possible reforns of the bankruptcy laws. In January 1975, the 
Conalss ion's recooBiendationr were drafted in legislative l^iguage and 
introduced in the Senate by Senato'r Quentin Burdick as Bill S.236* i 
The Hll included the Commission's reconmendatlon -to ezcltide education 
loans from discharge under-bankruptcy for a period ©f five yeArs. after 
the due date of the first installment ^skcept in cases wHefe this • 
exception would "cause unbearable hardship. , ' . > 

Hearl4g8~on Bill S. 236 were Opened in February 1975 by the Sedate 
Subco^ttee on lB5>rovementa in jiudiclal Machinery* and Were expected 
to continue for nearly a year, after which from six months to several 
years could elapse before legislation -is - finally pa8se4. 

In an effort to get quicker action on the matter of bankruptcy 
in relation to education loans, Pr. Terrel H/ Bell, U.S. Conmissioner 
of Education, urged the Senate Education Subcoamiittee chaired by 
Senator Claiborne Pell («-R'I.) to Include a special section on 
student loan bankruptcies in the Higher Education Bill before 
Congress during 1975 and early 1976. ■ > 

Itt describing the Administratlonis" po^ltlcm to Congt^ss, 
Comlsaloner yell said : ^ ' 

» Theri has been niuch erlt lcl^ In the press wer 

the nuflfcer of students ^o borrow under th^ Guaran- 
teed Student Loan Progriun and then fall to honor . 
^ " ^ 0 their \obligatlcmr.tov repay by taking personal bank- 
ruptcy^; While* as a ftercentage of total loans or- 
total defaults, bankruptciefij are relatively small 
part of the problea, in a>bsolu;:e nuiibers» the 
^roirth\as been signiflcimt. , 

A Congress lonally appointed connlsslon considering 
changes^o the bankruptcy laws has recoonended to 
the Congress that education loans be exempt from 
^ bankn^tcV during^ the in--schopl period plus theK 
^ first ttvi years o£.Tepaymtot7' As it may be a 
' / long tlme^efo*r6 the bankruptcy laws ar* revised, 
^- we are pro^sing a separate amendment to acMnplish , J 
, this purpose/ ~ . 

^^^^.^ ^ - \ • - ; . ' - *: 

*^e'Chairrimn of the Sulfcoimiiittf ^^^^ "^^^^^^^ (Wl.fiak.); 

other meiri>erp of the ^uteoiinitte& are Jofin L*. IfeoLelln (D-Ark.)i 
Philip. Hart (l>-ja^h.)i J«»s li^san^ (D-S-.lSik.h Hruska 
• (R-«eb .) , aiid ij^^llsm L. Scott^-<*-Va. )^ 
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' Enactireat .of this provision will have an Ijnedlate 
effect on rifducing the nu!id>er oj^'{Amkrujp teles In *^ \ 
*th^ student loan prograau ^„ • * * 

• - " • f ' ^ ■ ^ 

The Administration's proposal vas^lnddded as Section 498A of ' 
the Education Amtacliiientrs of ^975 bUr (5.265-7) Introduced In the 
Senate by Sttiator'jPell on November 12^1975 and read In part as * 
* follows: . . . , /; » / \ 

A debt which /Is a loan injured or ^larantee^ under 
the authority of Pajtt B irf this title may^be re-t 
leas^ by a dlschug^ Injbankruptcy ^'tmder the • , 
t Bankruptcy Act only if such dlsc^iarge 'Is granted 

after ^I>e five year_ pei;;lbd (excljislve of any ^ 
V ^appll^ble suspension of the repayment 'period) * • 

beginning on the date 'Of ccns^cemeslt <>f th^ 
< repaymeitt period df st^ti* loan/ , - 

Coamlssloilir'BeU an^ pr^iwkxirents of changes in the baid&- 

ruptcy lawk regarding a^tude^ loa^S distinguish* between student loans' 
end pther 'types hf" loans .ocf thjl foll^ ** ' ^ ■ ^ 

V > " • Student loans (unjlke other types of loax^s) ^ 

- ^ cmry^^-Aw^^Qv^iTsmmt^^j^^ — ~r', — 

. interest rates.*; Thes^ allow lenders only 

- a small margin of pifoflt- and^ correspondingly^'. ! • 
, a small margin for loss. * ^ - 

• Student' loans (unlike qjther^types Qf ^ 
./ * are made on the lender's iEaitti^ the bbrt* / l 

rowar** fufatre potential earnintt'^|^^%t^ ^ ' ' * 
on their i>reseAt eamlni^.or^col£l^ral« ? ' • ; - ; 
• • » ]^ ^ ^ ' . ^ ^ _ 
• • -Student loans are Used to '•buy" a lifelong ^ . ; ' 
^ piofsonal asset by the borrower wfilch cannot 

; / • * repossessed «by the* lender. > • . • 

^ ^ : . . • > • . 

^ . ♦•t , » ' 

Inl>rlef, the argument goes, student 
• * loans are madd at the government's. / 

* . , in^M^tion to scjrve^educatl^nal " ^ - ' - 
\ . ^ : j«he]c|than pfdfit ijiterestsV They*. " v 

/ . * • Tjraould be treated dlf ferently» ^there- , 1 « ' 
fore. In the binlatuptcy court ^than >r 
^ JRpald a commercial loan lAlch at* _ ' - * " y - 

, * « Jleast a^temp£s to provide t^'li^nder^ 

*. ^iMth a ^oiqpetltlii^ rate of return>^ 

. bu^ess^type .collaterU.^ ^ : : , • . / 
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f " Banliruptcy wa« rtever inten^fied to provide an ^ 
esfapie hatch for student /borrowers who enter 

• Inta loan arrangements riinder c^Bcumatances In 
** which they voluntarllj^ and knowingly taortgage 

*a portion of their, future lifetlpje activities 
' and earnings J.n return foi: an oppojrtunit}^ to 
ohtaih an education. 

• fenactmerit bf the^proposed changes the law , 
would preserve' t^l^ ittpegtity and uia^ility • 
.0^ tlfe Student Iban program by iM(kiftg*sure ^ 

* that ijndividuals who borrow wo^fd see their 
^ , , dtdigationaf.^h!rough to the ftlllest extent 

p^^sslble.. At the same time, the undue h^rd- ^ 
"fihip'clause would* protect * persons 'who legiti- 
mately find themselves ►without adsets and 
^ 'without rfny future expectation of adcumulating 

y - either assets or income by allowing than to l^e 
relieved of their debts and^given a "fresh 

- %tai:t.'' • * _ • . . 



Opposition to the exemp^i^n of education loans froi discharge 
iinder bankruptcy ptoceedlng^ was prWfented dulling the <^«ressionaJ^ 
subcommittee hearings on changes in the BankruptJcy Act by such j , 

WM<3at ion 8^ asn^^^ Xonf erencB"^f" Bankrupted - Judges, ^th^ — 
American ^g^fe rs Association, thfe Consumer Bjsmkers Association, and ^ 

' the NatidtSp Con^bner. Finance Association.. ^The ground^ for opposition 
are that the proposed ^emption would ^ive.govfernaient agencies '(as 
guajrantox^^ and^edi^ea^tlbp iBStitutloris <as parties to the --^ 
process) the- Bl«tt^d\Jf 'privilege c;r;jBditbis/ ^ ' 




' At the time the Xcadeiiy's repott, was pr&pared Ife 
tordfECeaiine the ^en4 of thinking among, menbera- of the Congressitona?. 
sttbcotflRiittee. ' However, during th6 past year, the imestion of bank-- 
ruptcy and.it? relationship, to student foans has' been diacuSBed 
thc»Toughly by policy making officials. \ ' , . 

• ■ • ■ • ■ ^, - 

2 Special Characteriattcs of Students of Podl atrlc Hiadleliite 
■ (Also true of other prof assl^nals Iji th« health Helia 
such as physicians, dent^lsts, and yitetinafliinsO • 

; Ac^r4ing to the inforijation av^il4l>ie'^*J)0ut colj^ctlons of sttylent 
•rl<?«iia; defsBuljts iuao^g health professionals, scair to be lowe? tlwa those 

r^»ted ror ot.her categories of studentf. Few are ejected aintog 
/ podlatrlc ^ical 'Sfudents -beaftise: ' • x • 

Students of /pediatric medicine, as ptev^puaiy 
. ^ndlcatedV unlike 4|»ny uadergraduajEe.et^^ 
- ' . and vocational student borrowers, have \. 
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• excellent prospedts of high Income employment 
• ' following gradation* 

i • THe colieges of podlatric medicine, by estab*^ 

lishing a broad program, of student financial 
counseling and education (including couirses 
in business m^na^ement and professional prac- 
tice which focus on prdviding the. ki^owledge . - . 
. ^ ' and skills needed, in credit and moiiey manage- 
ment)', will provide students with ^he support 
and cooperation they will need it/ handling 

* • their financial problems. } ' 

m The podlatric medical communit^ through its 
* ' member's and organizations, ytpald be called 

* upon to enforce respon^ibli behavior in 

3 regard to loan obligations as part of the 
code of professional ethics jto which these 
prof esslojial-degtee student^ will be subject 

\ when they do go into "practice. * ^ ^ " 

3^ Using the Service. Option as a Heans of Repaym^t of Loans . * 

Most people wiio try to avoid the payment df their just* .debts 
: through bankruptry pToeee^^ — 
not onlx imme4iately but also for the long-terw future. BankrtQ>tcy 
'is usually a procedure of last resort. Debtors don't fenter into it: ^ 
Ughtljr if they havtyj^ther courses of action available* Courts^^dPn't 
discharge debtors pasily in batikruptcies if there are any possibilitita 
of pa]nnent. Some cases drag on for years as tie court-^pqlnted " . 
officials s^^rch for potential earnings or cassets ±o ma'ei. the claims 
of the creditors; ' • ^( 

For podiatrists and pther health prof ^ss^ionalsi however, the vfie 
of- the "service :opibion". as 4 means of repaying Xoans could provi^e^ 
a fom o^ /^*calamity insurance", for many student borrowers Who -feel 
themselves dyer-extended aft^r their graduations The present arri(Qge- 
ttent, applica^jle at%ie option of the Secretary of Health, Education, 
and Welfare, iiak^s it possible for podiatrists (and meiri>^ra of other 
• health professions^ who were 'Hieedy^ whan they Vere students to ask 
the iSecretary to pay off 85 percent pf th^ir loans % return f or . 

service in a design ted shortage area for three coaseciitlve yeafa* 

* ' , ' , 

By Septeaber 1975, the Secretary of the Depsrtaettt of nt$lpi» 
.Education, and Welfare had jqpitered Into service agreeaetea #ith 9^ ' 
ptofaaaional persons with degrees in podlatric sedlclna-^early 
U percent of the 7O6 persons tf the health prof tsalona had ^ 
^i^tered teto sticV agreements , ^:n> tmexpectedly hl^h proportion of t1$^ 
tot«l fot podlatrip vedlclnev / 



* 
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'• Default as a Problem for the Propp'^ed^ 
Deferred Cost of. Education Plan 

^ ' « ' ' ' ' 

/ - Throughout the studv one question asked repeatedly was: '•What 
/about the-probl«n of students who, default in repayment of their educa 



tion loans?" The question is particularly sigpificant in view of the 
plan proposed In this report Involving loans ^°^e 
io $50,000) which would be guaranteed by the Federal Govefttnent. The 



study staff, therefore, addjressed this specific question in some de- , 
tail in this Appendix. - 

Default by students On the repayment of loans under the proposed 
^lan is not expected to be a serious constraint to Implementing the ^ 
plan for a number of reasons: . ■ ^ 



1) 



2) 



ERLC- 



Loans under the plan proposed in tfhis report would 
be made only to a pelect group of studetlts those 
enrolled in a doctor of pediatric medfcine <Jegree ^ 
program. ' '■' 

The 'plan proN^ides an option for graduating podia- 
trists to have their loans repaid by, the gjovernme.nt 

. in jceturn fer„professiona^ 

areas. Upon application for the fftst^oan Clie, 
student would sign> contract with the government 
cto provide such service. That contract could be 
enforced in the Went a graduate elected to i^epay 
the loan in cash aitJ then failed to do so. . . 

The average. earnings of podiatrists are high enough 
to enable graduates to repay loans even of vety large 
'amounts given a period of -ten or f Iftee^n years in 
private practice. 

The colWes wouW be willing to support actions that 
might be taken by state and Federal (5oven»ent agencies 
to restrict rellcensure of podiatrists* who fajl to 
keep up the payments, and eventually to repay theJj: 
education loans. • . ' • 

■ 5) Th» colleges would be /willing fp' support: sanctions 
by the profession for/ f Allure to repajf education 
• loins as an unethical act. ^ 

6) Tiie colleges would expaw* substantially their programs 
pf f inancl»l counseWng Ad instruction In practice 
managements. 



^-14^^ . — 



3) 



4) 
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: 7) The Jilgh ra|t« of default under the federally- Insured 
Guaranteed Student Loan (GSL) Program ftV," pfac- * 
'|. tically no relationship to the experience expected 

I y updei? the. plan proposed in tfe^is report because the 

I GStP involves a broad group of student borrowers, 

lemders, and educational institutions with a wide 
range of entirely different characteristics; The 
procedure for administration pflthe prpposed plaSi * 
is also substantially different from that of the ' 
Guaranteed Student Loan Progras^. 

Nevertheless, a great ainOunt of conc^ern is ^being ftflt and *wlde* ^ 
s^iread public attention is being given to the rising mmiber of defaults 
under the Guaranteed Student Loan Program and other education loan pro- 
grams supported by the government. In preparing the proposed defer- 
red cost of education plan, therefore, the staff looked into the extent 
of and the reasonsflfor default vnder existing education loan prograa^s 
to gain a better understanding of the probable implications of default 
under the plan proposed in* this report. 

The poor record of collection under existing education loan pro- 
grams Is not only /I problem of growing concern but also one that will 
have to be^ dealt with if such programs are to provide a viable method 
for students to finance their education in th^ future. The issue has ' 

: been c6nTuseff™a^^ mftundeifBtoodrltowe^^ a-tendency 

s to overstate the default problem. 

Among the various education loan programs, terms such as "default^y 
^nd "delinquency" are not really comparable j the -statistics are not 
' comparable either. The rate of default or delinquency in the different 
loan programs can be determined only according to thfe definition splfici"- 
fled for those terms. For example, a loan may be considered in de- 
, fault, or a borrowex delinquent i underHhe varloMs programs when: 

• the borrower falls tcf make a scheduled payment whe)ci ^ 
due; . . , " 

' ' • it is clear that the borrower^will never fully repay H 
•the loat^; • * , > 

* . - - . / 

e tl^e borrower is delinquent in making payments folr a V/ 

* specified period of time; • * ' 

* 

• -the borrower obtains a court ruling of banknfpUcy; or 



• M claim is tiled falling fibr rti^fayment.^by th^ guaw 



itftr. 



Furthermore!^ studies on the <**fault problem have Xe/jaaty ^ettlf 
on educAtloni loan fito to ingest that the p!oor collection record 
on edticatlon loai^ffmy be due 1#8S to the unwlllingneys of the 
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borrowers to repay than to the quality of handling the loan origina- 
tion and collection proceiss (including the ability of the lender to 
keep track of the borrower during the grace; deferment, *and repayment 
period, nopnally for most borrowers a highly mobile time). 

Guaranteed Student Loan (GSL) Progratf ^ 

When federal legislation was enacted in 1965 to create the Guar- 
anteed Student Loan Program, few peOpleV realized just how important it 
would be to stOcfents or how extensively/ it would be used by them to 
finance tiieir education^ By the en4^ jfiscal xear 1975, eigh$ 
million loans, totaling $S.3 billion, had been juade to students under 
the program. In the P^st^sar alone one millio^ students borrowed ^ 
in the aggregate $l.i biwfon of GSL funds^ contrasted wifch 1966 when 
only five percent as many students l^rrowed under the program. . 

Over th6 years, as the costs of education ^clii^bed, the amounts 
of money students needed to borrow grew also. Periodic. r^i^sions of 
the GSL Program were made to increase the amounts of loan .funds avail- ^ 
^ able. At present, students, educators, and government <kf4.pial8 are 
* again concerned that the amounts (as limited by loan ceiHpgs and 

unwillingness of lending Institutions ;to make loans td stu^edrtis) ate 
-imadetpiate fo r toda y 's ^eeds"t>f--st ud e nts. — Legislator s are^ n o w w a rking 
on amendments t<5 the Higher Education Act to increase the 4^^t8 
students can borrow under *he GSL Program to fin^ce their education. • 

All the concerns and the ef^forts being made are ^handid^pped by a 
' majon problem which threatens the continued development of the GSL 
Program: default by students on repayment of their. education loans 
ik costing the government, as guarantor, increasingly larger aaOiints 
each year as shown in the following table on thft Federal<In8ured. 
Student Loan Program: j - 
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Table 40 



ClAlas Paid by thi Federal Gove^n^t 
Onj Defaulted Loaas Uoder the Federal 
Injured Student Loan (FliSL) Prograa* 



Fiscal 
Year 



Clal— Paid Annually 



Nimber 
(thousands) ' 



Amount 

(Billions) 



Cf ulative Default Batlo 



Total Matured 
Loan Voluae 
(■lllions) 



Total Aaount of 

Claiw Paid 
~ liiiuona) 



Percentage 



1968 

through 

1971 

1972 

\ 

1973^ 
19^4 



1975 



9.8 . . 


$ 7.8 


$ 104 


$ 7.8 


7.5Z 


17.4 


16.0 


255 

• 


23.8 


9.3 


32.7 


31.4 


,^ 552*^^ 


55.2 


10.0 


56.3 


55.2 


« 

952 


110.4 


U.6 


.67.8 
f 


71.7 

• 


1,481 


182*1 


12.3 



Source: Office of Guaranteed Student Caaas, Office of Education: Dep^t- 

/ and He" 



•ent of Health, Education, 



felfare. 

— « 

^ * Does not Indu^ federal reinsurance cljd:m paid on guarantee 
agency .loans or clalM paid for reasons of bankruptcy, death 
anji disability. - ' • ^» » 



Speculation,; ■ost notably by the General Accotntl^ Office (GAO) 
about the eventual rate of. default on education lonia has Tecelved 
ifldespread pubUc attention and aany people-^hare becoK alaxwd and 
cri,tical of the studeots, the education Institutlooa', and the govero- 
■ent agencies responsible for adonis terlng the prograM. In its 
recent report to Congress, the G«b estluted that ,24 percent of the 
students who h4d borrowed undef the Guaranteed Stideot Im Ptostm. 
Including the Federal Insured Student Loans, would ultlMtely defklat 

' AlthiMgh the default rate i« higher then hed 6een expected, the 
actual cost of repaying defaulted loans as a percentage ol total 
loans Bade aay be substaatlallyJj|Be thin ladlceted by ••rlj statio- 
tics because: , "TT ' ■ 

- \ * ■ ' ■ ' 

D , lief suits »9d jc^aujrface early* Bad loans show ' 
i2 f^'^y iBMamich m m±o . !90. percent 

Of thMe wlio. default never ^ thell^lRit p^iiea£. 
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2) 



ioit-claim collection efforts will result in red 
thi cost of default payments by the Government. 



>4k 



Aftel: s^erJl years of effort, state guarantee agencies and the 
U.S. Of file of Education have not yet been able to obtain any substan- 
tial amount \of hard data including statistical an^ysis of tte causes 
or classed! of default. However, various preliminary studies involving 
sanjpling of default cases bave shown that: 



1) 



2) 



Defalults ♦are. highly concentrated in a few states ^ 
lepdkrs ,'r and schools; apf»roximately one-half of 
th^ defajult claims paid by the Federal Government 
in^)toI[vedj students of no more than 100 institutions, 

A high \x)rrelatis 
deiauit grates. 



i^||||^|x 



Ists between dropout rates and 



3) Ther^ Is^ an inverse correlation between family incpae 
of thelbdrrower and the default rate. Borrowers from 
faniiids yith incomes below $6,000 represent a dis- 

^ proportlcmately higher share of defaults* 



iBMrb Ihwpr aiBOPg stu^nts who 



. . 

go into the mpre highly paid professions, such as 
business! 4awi and the health professions, when com- 
pared wich alL student, borrowers, 

5) • Default rites are auch higher for borrowers who are 
• * divorced, separated, or widowed. . 

A _ * 

6) Students irt proprietary schools account for a dis- 
proportionately -high percefjtage of defaults. ^ 



7) High rates df unemploymenV'tend to increase the # ^ 

rate of def aVlt. ♦ * . 

• < • 

Default under thei GSL Program is determined to have occurred when 
the lender, after exertising "due diligence" in its coll-fction efforts, 
files « claim with. the iFederal Government for repayment^of a loan to 
a student who has failed to make 'a scheduled loan payment after a 
period of 120 days. Repayments are alfco ma<k by the goveTa«e»t for 
death, iiaabUity, bankruptcy, or cancellation for services rendered. 

All these reasons ate commonly lumped together in l^otl**^^^, , 
statistics on the rate oJ default. Even after a loan is considered 
m default because it is delinquent for 120 days and » claim for 
payment is filed with the\goverii«nt. th* government continues Its 
collection efforts. Ami4t« evenbially collectfed reftuce the- cost of 
the government as gu^rantc 

„ ^ 
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•^or the most part, available statistics^ are related to -the delin^ 
quent status of .loan paythents or claims plaid rather than precisely to 
defaults. The eventual and. ^nal determfnation of whether a loan vould 
be defaulted would come only after many years. For example, only when 
a borrower /d^les after failing to repay a lo^ that wis due to be re- 
paid in full'^ it certain that the borrower has defaulted on the re<- 
payment of theXloan. In the meantime, the loans are more properly 
classified as pa^t due with' the borrowers '^linquent in their payments. 

National Direct Student Loan (NDSL) Program 



.There is no specific deficfitioQ of .default: under this program 
because no mechanism exists for\guarantee or for claims for Vrepayment. 
Outstanding loans are merely carried on the record until they are 
eventually repaid. The records indicate the status of loan payments 
as ei;ther on schedule or past due. Loans on which one or more payments 
are past due more than 120 days are classed as "delinquent.** V 

. In an effort to crapare its statistics with tho^e of the 0^aranteed 
' Student Loan Program, the Office of Education has attempted to^lcb- 
late a "potential default rate," as shown. in the following table: 

\ Table 41 



Estimated Potential Default' Rate Under the 
National Direct Student Loan Program 

as of June 30, 1974 



Item 




Amount 













A. Total amount lent $^,293,00d,000 

B. Less amount of those lotes not yet 

in repaypi^t status 1.033>e00>000 

C. V Total matured loans* * $2,260,000,000. 
dJ Principu amount of loans* yl(h pay- 

^ mehts past due^more than 120 ^lays « $ 333,000,000 

E.- Estimated potential default rate 

(^Line D divided by line C) • 14.7Z 



Source: Division of Student Support and Special Support Progrj 
U.S. Office of Education, Decead>er 12, 1^75., 

Obviously, this Mthod of ^^imating a potential default rate 
la aovprecise. A reasonable expectation is thut At leasb some of 
the loans in delinquent status will b9^coilected» so the- estimated 
default rate of 14.7 percent is. probably ovi^ratated* 
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Heverthelesd, loan colleptions under the NDSL Program have been 
a sl^ificant problem. As of June 30, 1974, out of the $3,293 ■illion 
loaned,. Sl»142 wllllon had become due and collectible. Of that aaount 
$988 mU'lion had been collected or cancelled <for service, bankruptcy, 
death, and disability) ;• the repayment of $25 million had been deferred 
and $130 million were past due, $116 million of which had been past 
due for more than 120 davs, representing about 10,2 percent of the 
total amount due, collected, cancelled, or collectible, program 
officials refer to this ligure as the rate of delinquencyj i^der the 
NDSL Program, ' l j ; 

After examining the problems of verious existing loah programs 
the study staff, and the panel believe that the plan proposed in this 
report can be expected to achieve a much better record of collections • 
and to avoid many of the problems experienced in other loan programs. 
The plan has been designed with those objectives in mind. 



/" 
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Appendix F 
Financial Counseling of Students 



Questions 'were rai 
students of pediatric 



cial C 

i 

iDedKJ 



ITcontlnually during the study oil how well 

^^^^ ^ zine, once they had graduated and gone into 

practice/would be able to handle large debt repayments of the size 
contemplated, for example, by the proposed plan for deferring the 
cost of education. 



The staff is well aware of the possibil^y that even if necessary 
elesnents of the proposed plan were enacted, Cbngress might fail to 
appropriate enough nioney in some future year to pay for the service 
in underseryed areis performed by all studentb who bortow and wish to 
serve; and also that the service opportunity at the option of the 
borrower might rtot be included in the program as enacted. 

la- these drcuMfeances, a substantial n^iaber of new practitioners 
might find theaselve^^iih education debts Qf' $30,000 to $40,000 to 
be paid out of curr^t €9umlngs^ In addition. In order to go into 
practice, a new prJ[^l^||i(l%er night have to borrow another $20*000 to 
set up an office ani'fflf #covide working capital until th^ patient care 
swo'lc^M jjfere wbI 2.1 _^ 

One premise assumed In this study Is . that<lf7l<>an were 
available, students would be able to cover a large part of the cost 
of their edticatlon after. graduation and residency because of their 
potential for future high earnings as doctors of podlatrlc aediclne. 

A recent survey of earnings by. doctors of jK)dlatric medicine 
shows, for example, that in 1973 the net annual income of podiatrists 
In their first three year« of practice averaged more than $25,000. „ 
Podiatrists In their' tenth .to fifte«ith yetts of practice averaged 
mot'e than $42,000 annually as shown in the table that follows:* » 



4^ 



Table 42 



Survey of Average Annual Earnings of ^^odlaticlsts 
Calendar Yeat 1973 



Years In 
Practice 



Number of 
Respondents 



Average Gross^ 
Income ^ ' 



Average Net 
IncomejBefare Taxe^. 



"7^ 



0 to 3 


46 


$46,891 


$25,585 


3 to 6 


■ 'l" 


62,696 


34,686 


6 to 10 


1 52 


66,625 


35,279 


10 to 15 


' 61 


73,807 


42,661 


15 to 20 


88 


58,439. 


34,972 

« 


20 .to 30 


171 . . 


\ 61^3^5 


. 35,866 


^Ovej^ja 


130- y^ - 


>9r20O 





Source: Survey of podlatrlsVs attending the ceglonal meetings of the 
American Podiatry As8oclatd|-on, spring 1974. 

, Note: Although the American Podiatry Association acknowledges and 

supports the results of the survey, the Association reco^hlz^ 
the need foi ^ more comprehensive, scientifically controlled 
survey of the Incomes and other clteracterlstlcs of practicing 
podiatrists* 



High annual earnings by podiatrists are expected to continue* 
Nevertheless, the handling of large 4ebts by new youmg practitioners 
will always requiire careful planning and good management knowfaaw. 
Thia la especlOly the caae y/hea the ^racterlstlcs of nar young • 
pragjltlonera are noted; that Is, they are likely to be in their 
late twenties, recently married or soon to be married, with a 
child or two bom or soon to be "bom, owning or in need of itj^aidly 
reiide^e in the cnnulty Ixi which practice is being establlahed 
and <rh^h will be carrying a substantial' mortgage with an intereat 
and amcfrtlration charge of $5,000 to $a,000 a year. 
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Against this background it is j:lear that student counseling Ajjfid 
financial education for young practitioners is likely to p4ay a much 
more important role in the future than in the' past and will no doubt 
be a significant' element in assuring the success of a large .loan 
program* Recognizing these needs, the colleges of podiatrlc medicine 
have begun a series of financial counseling programs for students, 
designed to prepare them for the types of financial responsibilities 
they are likely to face after/ graduation and residency. Among the 
activities already uhder way at some of the colleges are the following: 

• Personal financial couns'eling during the four 
years of podiatrlc medical college. attendance; 
• these concentrate mainly on students who are 
candidates for and recipients of \funds under 
various loan programs. 




• Courses or seminars on "practice" miaagement, 
, dealing with tbe financial considerations 
1 that have to be examined when going Into jsmd ^ 

conducting a practice. 

• Bett-er follow-up on loan collection procedures 
so as to keep in touch with students. who have 
graduated and to avoid allowing them to . 
becofbe delinquent on*- education loans because 

^ of^Tnadequare" prograw aidflUntstrarton . 

These activities are expected to be expanded substantially as 
the volume of loans grows in the years immediately ahead. Many 
persons believe that the responsibility for-^taking additional steps 
^o provide intensive counseling falls upon college officials. These 
Officials are ^n touch with the students and they know about tlie 
financial responsibilities students are undertaking or will have 
utidertaken by the^time they go into practice* They are in a position 
to influence the students* thinking and attitudes during their '* 
education years and to do so from a professional well as a-> 
personal point of view. » 

If the new loan plan proposed in this report is adopte.d» it is 
asstned that each of the colleges of podiatrlc medicine would proceed 
with plans to expand its counseling activities into a comprehensive 
program designed to-: * / 

1) HeUf the students. to determine for themselves before 
beginning the WH program whether the amount of time 
^ . and «oney required^ to earn the degree will be a 

sound investment for^the future. Expertise on y 
practice in the profession along with counseling on. / 
the financial requirements.ol^^t^he j|ducatlon ptogtom 
would be provided. . . . - ^ f» 
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2) HeliJ the students plan a5~ovBrall long-term fluanclal 
program based on needs* during college attendance ^B* 

' welr^as probable financial resource needs and earning \^ ' 
capaiiity after graduation. 

3) Provide counseling which will enable students to make 
wise decisions during the education period with 
respect, to any financial emergencies or difficulties, 
which may arise. • ' - 

4) Help students m£dee~^d execute feasible plans for ' 
meeting the f InahciaF^ligations bfi^ incurred in 
obtaining jtheir professional edjljcation. 

5) Help the students de^lpp and Icarry outi^a thoroughly^ • 
prep^fflfid plan for professional] prabtic^. 

Perhaps the mo^t Important time for counseling in education loan 
programs comes before the student is admitted to college or, in 
any event^ beforer the first loan is granted. Alan Nayna^d, Director 
of Financial Ala at Brown University rioted* in .this connection that: 

due diligence" begins at the time jthat the 
is granted and not/ at a later date*when 
that same loaa. comes into collection status* / 
SucTi "^due "dlirpnte*^ -^--—^ 




ers under stand>~the^ cctemitmaat* to repay and. 
/ the possible consequences that (hat commitment ^ 
/ will have on _thelr future lives. Any dlmlnu- 
f tion of the effects of debt on*a borroyer*s , 
future for my reason deemecf as necessary will * 
/ , 'Burely "coti^ home to Toosjl" in th^s^form of 

/ . ' ' broken promises, delinquencies^ an^def aults. 
/ . * This is not what we want or expect^jrom the 

loan program, but it is surely what we'll'getr , 
ahd de^serye if we fail to^ take, the necessary 
precautions at t^e inception of the loan o£fer« 

Loan counseling shmiid b"e emphaslssed, therefore, at the beginning 
of the borrowing period with the jijjPl j I iie of producing borrowegr* who: 

' . " ' '"^ • 2 ' * : ^- . ' 

. * ; e understiQid what borrowing means in tems^ ' 

of reaFdollajTS ancl^the effects of^ loan ^ ' ' * # 

* fepayment^^^^^^iarfutu^ liie-styles; and \ . 



*.In an ad4re«e before the 1975 IforksKo^ on Student Loan ^Adslniatra-' 
tion cdodpcted by the NationfljMispcia^on of College miA University 
Business Off leers « ^ > 
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• have full knowledge about and accept the * , 

repayment responsibilities contained in j 
the loan agreement. ' 

• To achieve these obfedtives, the basic loan emmaeltag program 
for stvd^hts at colleges of podtatric medicine might consist 
parts: d") preparation and distribution of a fact sheet describing 
the loan program. (2) an entrance iiiterview, (3) an ,nnual "view/, 
and (A) an «xit' interview when tlie borrower leaves college-- further 
- details on each of these proi>D?ed parts are in table 43 that follows: 



Table 43 



K^«nenti3 of a Ctnuprehj^sive 
Pifi^nclal Cdunseltng Program 



The Fac^ Sheet ^ . 

A general statement should describe the loan program and the tew 
under which th^loan is made; Such a statement iihoiild Include: t^e . 
anuui&t o/ money .that can be borrowed; the Ijrtefest rate; deferment ard 
oiS&ellation provisiwis; grace period; rApiiiyto^t terms, indtiding ' 
^ftitles^ IfBgth of repayment period, etc.? ao4 source o f loan, funds, 
.lelfact sheet should' accompany every ioan offer m«ae~to stud^s to 
insure theiV Jmowlng from the beginning what Is InvoXV^. 

The Entran<fce Interview . " 

V This interview should .>e<^held at the tl^ne students are^admltted 
and before any loans are approved. Its purpose should'be.to malte suire 
that every student .who exi?ects to borrow under the loan program knowa. 
exactly what the responalbiliti!^ are in regard to the loan contract 
and is aware of the full coniseij^iences of the financial obligations , 
about' t;o be assumedi To the extent possible, the entrance interview 
sWuld be one-to-one between the financial counselor and the borrower; 
hovever, small group Interviews ^or general orlentatitm could be , 
condiucted. The entrance InterylW should bover At the f oliowlflRV 




G^eral dlscusslm of loan f nacds av^Elable> 
debt llmltatlori J specific Information about 
average anticipated ^^lornix^Sr probable •kcusl 
ings growth rates pr(rf>abjL^ non^ucatlon 
borrowing afterf gra^ua^on, perc*nt«te of 
average earnings d<iN)»ted to l^stallJl^ 
payments, etcr'./ »- ■ - 



explan$£i^ in dataU-l 



of the repajtaent. 



Tabl« 43 < ^ / 

(continued -'2) ^ , 



Elemen^B of a 'ComprehenslYie * 
Financial CouiTsellng PxSpgram ^ 



• "An explanation of ijo^erjsst. computations;' fu^ 

because this, Is an area aj.mo8t unlvwsilly 
% * misunderstood by borrower^y S comparison of 

Interest computations on pthet t^pes o£ loans ^ I 
* ' ' automobile y home mor tgage*s 7 cgn^ixmer^ credit,^ / 
etc. ' ^ , ' . ' 

t • # ' • 

' * M * 

• Information from each borrower , Including: 

("^ nane and permlment addf^ss « 
«• social security number 
^ - nake of* nearest relative o 
V - expected date* of graduation! *\ 
- <outslde loans ' " 

• Time for students to read th^ promissory notes* 
th^y "are about to sign (Including^ the truth- 
In-aendlng statem^ts) and then ask any 

- _ . _queationi*._ ^ . „ ™_ 



\ 

Signing all necessary papers., This step would 
Include t|;ie agreement to seiwe In an under*- ' 
served area If the. proposed deferred cost pf ^ 
education plan is enact€^d« The studientk * 
should be reminded that notes when signed ^ 
become binding legal documents for repayment* 

•* A reminder that each student has an obligation 
to see the financial counselor hefote leaving 
school for any reason* ^ 

• A statement, signejd by students indicating , ^ *^ > s. 

they have received^ read, understood, aind ^ ^ 

accepted the responsibilities under the 
" _ Program. ' , . 

Hie Annual Review; 

. lach year pribr to. approving new loans 4lie financial cinqifaldr ^ 
ahottld tcvlew the borrower tha esaent^ in^o^witioii laelllidid 
in the antranc^ interview^ the ctfrtant tisaSkcU^ coodlf:i0|i» Btmii^ 
Ing, of the student in the education tnrograii. VSim fiiumtiai cirenii^. 
stances thbttld he cottSld«^ed In evaiiuttiiig ttie tbrin^^ 
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Table 43 ^ 
(continued - 3) i 

Elemettt^s of a Contprehe naive 
Financial/ «i»tpsellng Program 



PorroweTS should be encouraged to seek uounsellhg when necessary 
between annual reviews to' discuss' any, questfons, or pto)>lems affecting 
their loans apd/ot repayment obligations. 

Exit Interview f . ^ 

Each borrower should; be required prior to leaving the school to 
have to exit interview with the financial counselor. During this 
final interview: , ' . ' 



kll loan terms should.be discussed, including 
alternative repayment provisions built into 
the plan such as the agreement to $erve In 
* * a shortage area. 

• The. borrower should decide upon the method 
of repayment , and either prepir^ ah applica- . 

^ • tion to serve In a desigriateJ u^^ 

area or ''enter into an appropriate repayment , 
plan* . ' » ' 

/ f The borrower 'a permanent mailing address 
/f should be recorded. 



->4 



i 



m 

In addition : to the basic loan counseling program,, colleges of 
podiatric medicine and the /state ana national professional associations 
;of iH>diati;ists should give/attention In the future to^a nu^er of 
related activities such as': / . ' ' /" 

I establishing continulnjg education <*our8fes 

for practitloiiets,' ineli|ding sub:Ject matter 
4J covering fin^cial management and the manage- 
ment of practice; 

* ' ' ' ' * . 

% Mcour^gliag the^ preparation and development 

of a aeries of pub Idea tlotts^ books, ind 

' giii^s directed specifically 'to flnaficlal . . 

problems facing practicing, podiatrists, par- 

tloularly new members of the profession; 
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encouraging the preparation by tax accountants* 
government officials; lawyers, and business . 
specialists of account books, billing forks, ^ 
and other office materials which will a^^ist ; 
and facilitate tb* activities of new pr^cti- / 
jtioners; .1 .J/^-^- ' ' 

« « ' ^, . . /' / 

organizing cooperative arrangement? i^hich will 
help new practltioncrS|f ind locall^ much of 
the professional and /personal assistance', guid- 
ance, and advice they need among the people who 
live and work nearly, . preferably in their own 
communities;* "71 ~ ' 



/ 




organizing local a4mi<iars, forums, and profes- 
sional meetings .w^th programs^ on bx;^iness 
economics ^ taxiatlon^ management, typical 
problems of flnMcing professional practice, 
etc. These could b^ combined v^tk programs 
^ providing technical and scientific Informa- >^ 
tion to the' profession. ^ / 



only examj^les of the fcind^ of attention to financial 



These are 

comiBe^g THid baclcu|r th^^ Ym¥gesf^r "pbdla^^ 
the state assqcl^ions of podiatrists should provide in the years 
ahead. - To them/the well-being of the profession is of utmost 
significance./ In the ^bsence of other agencies and. orgaliizations 
providing the necessary services (egid J/ossibl^y preemptinjg the 
field to the detriment of the prof ^sadton) , they should welcome the 
oppor.tunity of providing a wide raij^* of new services to 
j>ractitioners. 



new 



f 
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Appendlsc G 



S\irvey of Borrowing by Students 



of Podlatrlc Medicine 



Questions wfere raVded from time to time dur^g the study about 
th^ extent and nkture of the borrowing already uixiertaken> b^ students ^ 
of podlatrlc medicine, ^ind about the probable future needs of these 
students for lo^n fu^ds. 

Finding tttat data had been assembled on these questions, the 
study staff as^ed ^he financial aid officers at each of the colleges 
to survey a random^ sa^le of .students whorse number Would approximate 
one-half of the to|tal college^ enrollment/ during the 1974-75 academic 
year. Nearly/ two-thirds of the students surveyed responded by cop- . 
pletljig a bri/^ questionnaire. \ \ 

From an/ analy&is .of the dajta pro^^ded on the questionnaire ^ 
regarding age, sex, ^marital status, hime state, etc., and from ^ n 
interviews itth selectted students and with financial aid officials, 
the study staff believes the inf ormafcion ptwided by the survey is 
-representative of the entire student body at each college. Additional 
student responses would not have altered significantly, the major • 
findings and conclusions drawn from the survey. 

/ * ^ 

"^"nOSe ite were as TolTows: " 

1) / Thirty-seven p^cent of the students enrolled had 
borroweci $3,*30iC) on the averag¥ as undergraduates 
prior to entering podlatrlc medical college. 

1. * 

Seventy-four percent of the students kad borrowed 
. on the average more than $2,000 per year for their 
podlatrlc medical education (equivalent to $8,000 . 
for four years of study). ^ . - 

Sevtoty-nlAe percent pf the students expected that / 
/they would borrow before their podlatrlc ftedlcal / 
education had been comqpleted, and that the aggre- 
gate amoxmt borrowed (including; amounts mentioned 
\abov6) would be in excess of ,$11,000. / . 

4) the $11,000 estimate includes the future borrowing ' 
needs of present students* Anf exaininatlon of tHie 
quWstionnaites led the study ^aff to believe that 
this estimate wa^ too lowi» 

X summary of the f i^gu^tes is in tUe table that fo'^ 
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• Table. 44 

i 

korroidjig for Education by Students 'Enrolled 
4ii, Doctor of Podiatrlc Hedidne itVH) Degree Progrms 

June 1975 



School Class 



Borrowed for 
Undergraduate 
Education 



iAor roved for 
DFM Prograa > 
Tb Date 



Eatlaated Further 
BorrocrUg To 
Cooplete VM 
Prog^raa 



Total 



All classes: 

Percentage reniSrtlng 

borrcjWng^''^ 
Average amount 

First year: 
Percentage reporting 

borrowing 
Average afiount. 



Second year 2 

Percei^tage reporting 

bori^drwing 
Average aaount 

I 

Third year^ 

Pejpcentage jr^orting 

borrowing . ^ 
Average aaount 

¥;i^rth year: 

Percentage reporting 
V borrowing , 
Avrage aaount^ 



• 3ix - 

$3,345 . 



• 38X 
• • $3,56^. 



39? 
$3,297 

4 



31* 
$2,836 



34r 
$3,l§4- . 



74X 
n.a. i 



, / 79X 
»•«• . $11,037 



• 67? • 
$2,668 - 



« 78Z 
$4,317 



84Z 
$6,77^ 



69J 
$8,5*2 . 



$8,671 



791 

$lCf,i77 ' 



73Z ♦ 80Z 

$6,26^. .$12,011 



. 78Z 
- $3,7di 



' 24X 
^3f313 



$10,569 



73X 
$10)551 



a^irce; .^Stwdaat aurvey conducted by the calleggkof ^*mrr^i- tdlrfa^ joy tim' 
■Acadwmf for Educational Deyelopaent^ ' 



Motef Percentagea and average* derived frba 548 , 

(repreacnting 30 percent of total enroilaantV. 
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Total EdycatloQ Debt Pediatric Medical Students 

By Sourcip of Loan Fimds 

jiae 1975 



Sources of 
loan* Funds 

k — ' = — 


Total Debt- . 4' 


l^dergraduate 
Education Debt 


1 r 

Poptf fsslonal 
Education Debt \ 


Aaoudt 


Pe^rceptage \ 


Aaount 


Percentage 


Aaount 


Percetttage 



Govenment progress 



Guaranteed Student 

Loan program $5,635,291 



Hatlon^iL Direct ^ 
> Student Loan f 
' (rogratt 



407,390 



60Z $1,203,699 59Z $4,431,592 

4: 40^,390 ^ 20 



60Z 



H^th Prof eas Ions 

Lo#n prograa 1,212,071 

Total govenment * ' 

prograu $7,254,752 

Favlly and friends 1,152,633 

HrMoal bank loans. 



Other^ Including 
credit unions, 
fraterttsl organl- 
sAtlona, collegea^, 

. etc. 

« 

Total' loans 



13 

77X 
12 
4 



$1,611,08(9 79Z 
- 285,067\ \ U 
' 65,440 



1.212.071 

$5, 641*46^ 
867,566^ 
344,770 - 



16 

76X 
12 
4 



639.341 




7 * ^ 75.380 
$2,036,976 



563.961 ^ 
$7,419,960 



Source: 'Student aurvux coai 
Ip. AcadcHf for Idocai 



\fj the collages of podiatrlc 
Sevelopaeat, June 1975 . 



for:tlM 



Itote: Figures rcfi^r «> t^^ •dac^tlon oaly i5t tb* atadenlk aorollad at -the 

fiftllegis ot jwdletrlr ■rdldne Iil eprlns^AvtiM 4ms not 

^ sdocatioii .Mt of f otatr students «^ grajlustss. 
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The survey also 



shoved that: 



/ 



2) 



Students would be willing to go Int^ the Rational 
Health Service Corps ox iato practice in shortage 
areas if these steps were necessary to repay 
all or a part of their debt obligations* Student 
interest in tb'ese types of activities increases 
substantially as the aaount- of debts outstanding 
increases. 



Students^ wer^ seldom able to estlinate accurately 
the aaount of loan funds they will need in the 
future for purposes of other than educational 
costs. They were low, for example^ in their 
estinates of the c5syof setting up a pediatric ^ 
medical practice af ^r graduation and residency,. ' 
The study staff foiiid that these costs run about* 
$20»000 on the average as shown in the table that 
follows: ' • \ 



Co st of Est a bHshtng 



Table 46 Q 
a Practice in Podiatric Medicine 



As Reported in 1975 



» 

Type of 
Practice 


Range 


> Average 
Amount 


-, • U> ' 

Solo ' ^ 
Purchased fstablished 

Practice 5i5,tX)0-$20,.00& 


$1(^,250 


Began New Practice 


10,000- 50,000 


22,750 


Partnership. 
• J ^per individual) 


10,000- 30,000 


16,250 • 


0 

Group Practice, 

(per individual) * 


10,000- 18,000 




%T)ther*' 


none 


oon* 


^ f • ■ ' ^ ^-^ — ' — 
All%pei" 


$10,00p-$5O,aDO 





a 



Source: Jfltii^bMe siurvef of jto.ct6r» iJf pfl^iitrl^ ;ila4iciM maam 
' . ^:^cadtti^ for Educat:iottiil Developm»t, June 197S; Data cevmra 
• first five years after ^adoatlon and realAnGy. 



-* — Imeli i d ^ . 



by thr^lltary aanrlcaa„ by 



b&«{kit«lii> or by anotte'doctdr of pOdlitr|le MidielM, «tc. 
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The survey also questioned students on their opinions of a 
deferred cost of education plan as a flieans of financing all/ or part of 
their education esipendltures. In response: i 

• seventy-three percehf'or the students said 
they were strongly in favor of the Idea; 

• two percent of the students said they were 
against the idea; 

• many said that If the plan were enacted It 
should supplement (not replace or cause to 
be reduced) the current level of student 

' financial assistance provided by federal 

and state governments and other prograos 
of public support and subsidy provided by 
Congress or state legislatives. . ^ 

A sumnnary of the flgufes follows: 



Table 47 



Reaction* 

Podlatrlc Medical Students to the Concept 
of a Deferred Cost of Education Plan ' 

. ' June 19 7y' 



; / 


Percentage of 


Response 


Total Responses 




Disfavor 

Strongly disfavor 
Unspecified 



73Z ^' 
18 

5 

1 

1 




Source: Studtot survey cdhducted by • the 

colleges of bMlatrlc aediclne for 
the Acade^rtor Educational Develop-, 
■entt June 1975. % 
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The ftudy staff asked student aid officials at the colleges for 
their views on the need and extent of student borrowing. They said 
that: 

• A substantial number of students are really 
being pushed at the present time to meet 
their current financial coamitaexits. These^ 
students are greatly in need of new or addi- 
tional sources of financing. ^ 

• Many ^udents are working more hours outside 
of schMl' to make ends meet than is at)Rro- ' 
priate for professional students who are ^ 
already spending 35 or inore hours a week- in 
classroom or clinic activities. The amount, 
of outside work tpid^rtaken by some students 
does interfere with their studies. 

• Some device will have Xo be created to make 
it possible for students to pay for steadily 
rising tuitibrf charges. Otherwiefe, the out- 
look is for a substantial resistance over - 
the next few years to any significant 

^: ""tncreage^'tir ^ducati o n -costs »-a» "weH-as- 

student inability to finance the tuition 
requireTl to meet those costs. 

• They were concerned aio^ the amount of 
interest that accumulates over the lifetime 

• ,of a student loan because it increasiss po . 
sharply the total cost of professiotial educar 
tlon. However, they were not able to- of fer 
an alternative suggestion. 



/ 
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Appendix H ^ 

Legal Issues Involved in Iiiq)leinenting the 
Proposed Deferred Cost of Education Plan ^ r 

The contract for the Association's study required the staff to 
examine the legal issues involved in implementing a new plan for 
financing podiatric medical education and to be sure 'that the plan 
reconmended would be legally acceptable. 

During the study ^ number of legal issues were identified with 
respect to various alternative f^lans consldeired. The staff fomid, ho^« 
ever, that the plan proposed in this report could be implemented 
largely without concern about any new lega^^ problems because the 
various features of the plan were not nrwjj/that is, each feature was 
similar to provrisions in various existing Jrograms. For example: 

• The mechanics of the federal guarantee of loans pro- 
vided under the proposed plan is virtually the same 

' as that provided in the current Guarantee^ Student 
Loan Program. 



• F^eral repayment of loans in return for service by 
health professionals Jta underserved areas is no 
different in concept^from the provislOM,^ current 

. law for agre^nts made hy students %rfth the Secr^-^ 
Cary of Health/EducatioQ, and Welfare to serve in 
shortage areas. . - * ' ^ . 

* ' / ^ 

• ^ The loan agreement and administrative forms would be 
• similar to those coomonly used by lenders in other 

type? of loai). programs. - * 

• The procedure for establishing the gaairantee fund 
proposed in the alternative plans would 1^ the sJie 
as that established several years ago by United 
Student Aid Funds ^and -several stata guarantee agencies. 

Questions, about the effect of le^l interest ratas and ineome 
tax laws under the imposed plan were also examined , in some da.tail^/¥y^ 
the stud^ staff. Jhe findings of the staff with respect' to th os e %ue s 
tlons follow 



0" 



1. WoidM the proposed rate' of Interest be considarad usurious 
• unfar state lending iaw> t» 4 ' ~ ^ 



tt^ I 



The ans«ir is '*iio/' inasmuch as the prppos^d . would involYa 
gulated intetast r$ttt^ Although itaury statutes yary widely aaon] 
stated, thay are generally saparHble f roar thi^ statutes g^mflg 



I 
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regulated Interedt rates end J^f^r to Interest rates ^Ich are sub- 
stantially hlgl4r than "regu^ted interest rates" for thikevarious. 
classes of lp4ns. Fo^ ex^fuei, the Uniform Constaier Credit* Code 
lihich has been adopted fa^p^evei^l of ^he -s tat e s » spe cif iea that^ an 
interest/rate of 45 percent would be considered extortionate. The 
rate of/ interest under/the plan proposed in this report is subatan* 
tiallyjbelotf the rates considered usurious or extortionate. 

2. Would ratje^. of Interest and other loan tenns of the proposed 
planTge'l>erpttt^ under state lending laws and rei^lations ? 

Dee|d^e^the extensive varied of lending laws and regulations 
among t^MBrstates and with regarcL^to numerous classes of loans and 
lende^f the answer to this qwstion is probably '"yes" because: 

•Federal legislation would be required to implemient 
the proposed plan« The law created by that legisla.*_ 
tion would specify the interest rate and- other loan 
terms. As a result ^ state regulating agencies would * 
tend, to revise or waive lending regulations that 
might otherwise prohibit lending institutions from/ 
making loans as proposed by the plan* This has been 
: ^•thB"xa5e^wtt1r other ^ederalr~toair pivgitfrnsy^Bucir'aB^ ^" ~ 
FHA insured mortgage loans. In New York^ for example ^ 
banks are permitted to make FHA loans at a rate of 
interest in excess of the regulated rate for conven* 
. tional mortgage loans. \ 

Loan funds could be provided^ if mBcessary^ by lending 
institutions in only thos^ five states in which the 
colleges are located^ thereby eliminating concern about 
the lending laws in the other staties. Lending ins ti* 
tutions in the five st^es could make loans ^tiy students 
from other states who 'were attending the college in the 
state in which the lending institution is .located. 




J- 




An independent orjganization ^uch as United Student Aid 
Funds, Inc. dould organiase a group of lendlngxi^stit-u* 
tions in a stattf of states with lending xyfiL^iMM 
whidfVpuld p^fimit loans to be made miiyimn to the . 
injberest jrates and other lo^n terms o^^^[»rpropoi& pltn. 
''.The state or states in which the lemfung niatitutlon 
was operating would not haver to be^he same state as 
that in i^ch ti^e co^le^e was l^^ted* 



United StudMit'Aid Punda 
In the- adminlatratlon of . 
^^^S^tooly St)iiiiit Lgag 



fact, used thlU iMthod 
"G(ad.uate and Prof efslonml 
In that ^ret| r e« atudMi^a 
Lnaaelal aid officer of tbeir 



9 . 
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college, apply for loans to USA Funds, Inc. which In turn 
forwards the loan application to the lending institution. 
StuSts from all over the country have participated in 
thf USi^Punds, Inc. program which uses competitive rates 
oF interest to ensure the availability of loan funds. 

• The r^te of interest may not turn out to be significantly 
highei; ^han otheif classes of loans (such as mortgage 
loans) which lendiiig institutions are making currently. 

The availability bT an adequate amount of loan capital depends ^n 
the provision of I rat/e of interest" (and Other loan terms) which woul4 
make tte loans coiipet;itive with other investment opportunities of the 
lender. Based on thfe less than wholly satisfactory experience under 
the Guaranteed. StHdent Loan Program (GSLP) the study staff assumed 
that the rate, would have to be higher than in that program. This may 
pot be the case* because lenders' dissatisfaction with the PSLP, 
attributed iJrlmatily to low rates of interest, has bpen due equally, 
if not morp so, fco- other such factors as: (1) the nuisance of hand-- 
ling a large volume of loans of small amounts; (2) the administrative 
cost of collectings small amounts over a long period of time; (3) the 
administrative red tape, involved in collecting on defaults. 

The rate of Intere^f -for any loan depends upon the cost of money 

Tto5-ffdmlalstrat±ve.c<?^^^4l^^^<«^8*^**«*^^^ — ' 

reduced, 'th6 rate ojE_ ia^i|«« ^ould be lower^also. 

The study staff belit^es that state lending J^ws are not likely 
to restrict the operatio^ df the proposed plan. H(^er, if the case 
priwes to be otherwise, the states might have to establish regulations 
that would apply to/and govern the type of loans created by the proposefl 
plan. At the present ^Ime, state statutes govern various classes of 
loans (4ee exaa^le for Pennsylvania in Table 48 on the next page) . 
However, nonje'of these stafcHfeejLhave the-precise characterxBtics 
of nor are they appropriate fot the proposed education loans. 
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Table 48 

Classes of LoAns^Goveru^ by Pemisylvaiiia St^atutes 













^ Type of Loan 


Terms 













Sinall Loans: 



Maximum Interest 31 per month on the first $150» 
21 to $300, 11 to $600* Maximum amount $600. 
'Maximum term 24 months. . 



Consumer Discount 
Loan Act: 



Bank Installment 
Loans: 



Autp Finance: 



Other GoodsV 



M a xim u m Interest 9 1/2% discount pter year to 36 
months, but 6Z discount per year for the months over 
36; plus $1 fee per $50, maximum. $15> Maximum loan 
$3,500. Maximum term 48 1/2 months « Minimum charge 
for a 12-month loan, $25 dr less, $3; over $25, $6; 
these mlnlmums are per year pro rata. 

Maximum Interest 6Z discount per year. Maximum loan 
$5,000. Maximum term 60 1/2 months. Under t;He Bank 
Revolving Loan 12, per month plus charge for each 
check, and must become due within 5 years from t^e 
rdate the last loan was made. 

Maximum Injterest 'Class 1 (new) 6Z add-on;* Class £ 
(und|r 2 years) 9Z;' Class | (over 2 years) 12Z; 
.Class 4 (new ove^, $10,000, commercial) 7 1/2Z. Ulnlmum 
charge $10. ^ 



Iiiq>rovement Loans 



Revalvlng Loan 
Credit:* 

Revolving* Charge 
Credit: 



mm 



NaiHj&um Interest 8Z add-on per year. No may^wMw loan.. 
No maxlmua term. Lender ^must state charge as ndt more 
than 13Z Interest; ^Ich Is >a statement of fact; ex- 
cept ^ere mlnlimm-charge Intervenes, this Is Ignored. 
The mlnfmum charge Is 70o per month which may always 
be applied for 6 months making the minimum always at 
least $4.20. ^ • '^^ 

Maximum interest add-on 82 per year. No maximum 
loan. Maxlmlm tierm 84 months. Minimum charge $12. 
Not applicable if less than $300; . / " 

Maxlonim Interest 2% per month. Maximum Idan $3,50O« 



Maximum Interest 1 1/4Z per month, minijtm/TO^. 



Other : 



- 1 



Legal Interest rate, la 6%. By con£ract to $35,000' ot 
a business loan to $10,000. For mortgages of ^0»000: 
or leas on residential property,, two units or^Less^ 
the maxliaim i;ate la b4sed on the Ikmthly Index of 
Long Term Qaited Statea Government Bond tleld#^£br 
the second preceding calendar month, plus 2 1/2Z • 
(9 .1/41 for F^ruary 1975) « Corporatj.^. ate liox \ 
subject to special ratte« Ci;;lmi2ial uMikf lanrolves 
yates of 251 >r«ore, . 



rERJC^ 



.Source: (k>«t of f«c>ona: 
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A new ol/ass of loan would probal/ly be needed for education, not 
so nuch to establish a legal rate of interest (in teost states th« 
rate of interest alidWed for„vdriou8 classles of loans is high enough 
to permit io*w to Tie inade at the rates proposed, in this report), but 
to establish a maxlnnmi amount of loan high enough and" a repayment term 
long enou^ to provide specifically for educ4tio£ loan* of up to 
$40,000 or $50,000 and repayment over 15 to 20 years after graduation 

if the service option is not available. 

^ • < -■ 

Only Delaware, Illinois; and 'New York have apecific statutes on • 
education loans. Although the statutoiy rate of interest in those _ 
states would be adequate for the proposed plan, thr maximum amount of. 
loan and maximum repa»nent term would Aot, as shown in the following 
table.- * , ' . * 

» • , . Table 49 ' . 



Characteristics of Statutes Covering 
Education Voaus in Three States 





r 


fit 




( 










^ - ^ Maximum * 








' ' A 1 ot ft ^e 


Maximumv— — 




state 
• 


Interest Rate 


Loan 


• , Term 

' J ' 



Delaware 



Illinois 
New York 



7' 



yx^ to 17.787. 

*- ' c 

up to 12.917. 

in ' 



None 

specified 



$15,0 
$20 



,oor' 



S years aftcT 
last advance 

121 m6nth0 > 

' 85 months 



sonrg*; Cost of personal Borrowin g in- the United States, 1975 edition 
* Financial Publishing Company; Boston, 1B75. .... 

> * ■ ^ 

Furthermore,' the New York statute limits the loans to ^tudents 
with family income of $15,000 or more. / , . 

*.'■■■.- - ■ ^ J 

Other states without ^specific statutes for education loans might 
permit them to be made under statutes fQr other cUsacs x^S. loans «ich 
al "small loans" and "personal loans." However, the bank regulatory 
' age'nciea could be expected to object if baidcs n- in order to s^iafy 
tlfe Interest rate, loan amount ,. and ot%p«yment teims required unfler the 
proposed -plan made education loans under- statutes •itfbliahed tor 
lodustrUl loans, auto financa, .mortgage lo«nf., consunar crtdlt, et«. 



17 




37 



Would, tt^e cost 0^ borrowing for educ ation be deductXblev 
for income tax yyurposes? * 



Graduated who repaid loans in cash would be allowed to deduct for 
tax- purposes in the year of repayment only the amount of interest , 
accruing for that year. ' . , 



Interest accruing during the school years, whether paid as it accrue^ 
or added to the principal amount ot the loans, would be deductible only 
•in the year^of accrual and. would not be likely to offer a student any 
substantial tax advantage because of tiie relatively Itw income in the 
school years. Neither interest added to the principal amount nor the 
principal amount borrowed for education costs would be deductible in 
later years when the principal 'amount is repaid. Congress could amend - 
current tax regulations to allow one or both af these items to be de- 
ductible in fdtiire years', however, if thia^ step were deemed necessary 
as an incentive or to rej-ieve the education debt burden of future 
^graduates.' " , ' 

^ Would repayment of ^ loans by the government for* graduates in 
return for their entering into practice in undersetVed ktdaa 
' be considered as taxable income to those graduates? 

nYes,^™paw liuf^^ YeFttlatWs. . 1!oweverr:€ottgress-^jould pro^ 

vide an exception to the regulations for these graduates to give them 
an additional incentive by relieving a substantial tax lJurden. 

Two sections pf the Internal Revenue €ode (Sections 61 and 117) 
,enter into the rulings by the Internal Revenue Service on this question. 
Section 61 provides that canceilatlbn;or forgiveness of debt . is con- . , 
* sldered taxable Income to. the borroS^r.- Section 117 permits scholar- 
ship funds. ,to be excluded from taxable income provided there is no 
qqidt pro quo such as an agreement to ptovide"^ future services. ^ 

ever, scholarships for particit>ant5 in the Armed' Forces Health 
i^esSions Scholarship Program were exclxiied from taxable Income by 
olic Law 93-483 enacted by Cplogress in 1973. * Sub8e<iuently the 
ntemal Revenue Service extended the exdlusion aVao to 1974 aiid ^975 
participants in the Publi^ Health and National Health Service Corp^*. 
Scholarship Training Program. i ' ^ 

♦ * 'I ' 

With respect 'to 'f\^s advanced to medical studej^a es a loan, to. 
be subsequently repai*} by the government, in/retutn' for practice irt 
a shaytiwe area, the; Internal Revenw Servljbe ruled that this kind* 
repayment Hv4:axablei Income. The govemm^t's position was ap^ll 
out in Rftvepi feuli|5 73-256 as followe:, y 

State Medical Education Loan Scholarshl n Pr<ffttam. 
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State's Ifedlcal Education J^an Scholar^lip Program 
that tare cancelled upon fulfillment of a condition 
to practice In a rural area of '^the State are includ- 
ible In the reclplent'^s grOM Inco^ Iti each /taxable 
yeax to the extent tha|: repaymenty<of a portion of 
the loan Is forgiven. 



Advice has 
by medical st 
tlon Loan Sc 
In the mean 
Code of 19 



request^ whether amoudts'* recelj 
ents under a State's IfedltjalJ^iica- \ 
larshlp Progtato are icholarshJ:ps ^ith- 
of section n7^o£/the Int^^l Revenue 
undet the circumstances d^racwlbed below. 



mv of/doctors In Its 
[ces\oAts qualified real 
:e8S a£^$10,000i to aid sut^ 
'*dlcifl fchools. The^ultion 
Id^fvm these amounts directly 
fcHooifaeUcted by tjie reclp^»nt«^. 
ltj»^are paid directly to the *^ 
Tiq^et their, other expepsts« 

The studenjr^and the boarj appbinted tq administer 

^ enter into^ an^reementTyKtch^wetudes a 
by the recipient to repay thii'amounts in^ 



In order to Increase t 
rural areis; a Strata •^y 
dents, amounts not lit e 
residents in atte 
and other fees ar 
to the particu 
Any remaining 
stiidents to he^ 



the pre 

prooAi^e* --^ — — r — » 
f4^ annual installments commaneing one y^ar after 
the completion- of his medical^^cat^. flte agve^- 
ment further provides that for each year the^reclp- 
lent praetlces mediclni in a rural area of th^State, 
the installment diie that year is to be cancelled « 
Therefore, by fiilf iUing his promiae W practice .five 
yea« In a turtl ari^, the recl|/Unt is tallaved of i 
any obligation* to repay the amounti adva^c^ to Mmi 
If, for any* reasoi>, other than death, the recipient 
is unable ttp^^onnence or continuir his pi:actice* in 
the designiwl community he is required , to ^rfjay the 
outatafidini balance of the amounts* The repaypiant 
requireae^s are to insure ^that the program acoott-;^ 
plishes ita aim of providing doctors for the rura| ^ ^ 
areas oi tlt^ Stata/ . ^ . ^ ' / 

Section 61 of the Code provides that unless othenflae 
excluded by'lait, gross income meanf all income from 
nhatever^source derived including, biitf not limited 
to. inebme from disdiarge of indebtedneai. 

' Aeeexdifig]^,' 4a the Inatanl c«m^ tt» tmoiLti n' . 
c«iY«l fro. « St*t« uBd«r It. Itodlfeal tAtih^i^Um' 
Xora SehoUrdjip ttogttm An not watiaifclil 'ftSPJ • 
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' section 117(a) of the Code, but .ere Includible \ln his 
. . ;^ross incooe under Section 61 of the^ Code In f ech tax* 
able year to the extent that^ repayoient of a portion 
of * the loan Is no longer required • For *fxaiiiple, If a 
vreclplent, after receiving a total of $10^000 ufalle 
attending medical school, practices medicine for five 
years In the ruraJl areas of the State and 1/5 of the 
$10,000, or $^2,000^ Is cancelled for each of the five 
i^^ears, then $2,000 Is Includible In his gross Income 
fot^e^c}^ of those years • 

/ ' / ' * 

Ruling . 74-540 by.tbe Internal Revenue Service subsequently extended 
.:^^n|[.4eclalon quoted above to other typea. of loan pr9grams Involving re- 
^pmyfknt or forgiveness by vthe^govemnent. " 

^ Podiatrists and other health care profes8l6nals yho set up practice 
ip^j^j^erserved^ areas may li^ave po forego for some years >the higher earn- 
'""il^s that are possible from, practice In more affluent areas. While the 
tax on .their lower earnings would be less, the tax incurred on the 
amount of Ipan^ tepiiyment could be jk nriijor financial burden to the new 
practitioner In view^of the larger^amounts of borrowing anticipated 
under ih^ plan. For example^ If/ thjb earnings from^ faea £rom practice 
in an i^underserved area wer#«$l8/000 for one year and the amount of loan 
Tapayronr^or^liar^^ — 
repaid by the government ii|lght be ^A,OOQ or $5,000. llils amount. In 
addition to the^ usual tifxes on earned Income, might be more of a charge 
against earnings than a new pract,lt loner could stand. ^ 

it was' with this problem In mind that Repres4ntatlve William , 
Anii^i^ng (R-Colora4o) Int^uced ,HR 6547 into thi 94th Congress, First 
Sesaibn, on Hay I, 1975. This bill was designed to amend* the Idltemal 
RavenuiK^ Code to ^'exclude, frpn gross Income the «p(pun( of certain c^n*" 
cellatlons of Indebtedness undex student loan programs.** Specifically 
meiitiipiied in the bill were situations in which "all or a part of the in- 
dabtediiess of an individual Incurred 'wl^ile. a student was "discharged 
if the individual workad for a certain period of time* in cartain pro* 
fesslons or certain geographical areas or for certain classis of. m-^ 
oyers.»< . . ^ / . . ^ 

study staff -beli^es that, the languj^ge ^f the bill if anact^ 
would bc^ broad enough to cover atudents of 'podia trie medicine who pro- 
vide sctrvice In uniieraanred areas under the ^tlsrmS' o£ the Dcff erred Coft 
of iSdutaHoii' Plan' proposed in thi* neport;^ . , . 4 • 
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Appendix I - ^ 

• Background on the Podiatry Profession ^- , 

and the Study for the Aaerlcan Association 
of Colleges of Fodiatric Med ici ne 

Doctorg of podlmtrlc sedlclne, ercn woxf. than practitioners In 
other health profesalona, are In short supply in the United States*. 
Podlatrlc sedlclne Is the sMllest of the mjor health professions, , 
with only stae 7,000 podiatrists currently practicing Hi the entire ^ 
nation, less than half as Mny as- are needed based on an estiaated 
total doHUftd of about 15,000 podiatrists. The current capacity of the 
fire* existing colleges to educate podiatrists Is not adequate to aeet 
present and future needs (350 Doctor of Podlatrlc Medicine degrees 
vere avarded In 197 is). Moreover, the arerage age of practicing podia- 
trists (65 percdh are 45 years of age or older) is hi^licr than in aost 
other health professions; the current rate of replaceaent is not 
adequate evoi to naintain present ttsnpower to population ratios. At 
the saae tiae the deaand for podlatrlc serrices is grovlng rapidly 
because of: 

# th e increasing df and fo r all foras of aedtcal _„L 

care; 

s increasing public avarcness o( podlatrlc aed l cil 
serrices snd the iiq>ortance of foot faealUi'care; 

s increaalng' significance of the role of podiatrists 
in preventlTe aai diaanostic aedlclne; 

s a groiring realizatloh of the iaportance of kae^iag 
older people aabulatory, coupled with the steady 
increase in, the nuaber of older people within the 
population; 

s the increased likelihood of a national health in- 
surance prograa (all of the current proposals aak^ 
provisions for podlatrlc aedical care); and • ^ 

# greater acceas to podlatrlc asd lc^l care through 
inaurance and state\^ federal health prograast 

* The sixth (public) school at Stony Brooke H«w York opened in 'jhe 

* fall of 1975. Due to state budget constraints, howavert the 
Gora^or issuied an adAinistrattve order ba^bin( Xhe aatr lenl a tlon 
of students already adaitted. The natter «M taken to the courta 
where litigation continues at the tiae this report waa prepared. 
The ftitur**of the school at Stony Brook .is uncertain* V 
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The five prlvAtie colleges of podlatrlc aediclne currcfltly obiein 
^laost half of their, operating revenues froa toltion simI fees. Okay 
two of the» direct state st^port and in both cases tbm aabwts ^ 

involved Qonstxnte less than 20 percent of their total revenues. ^ 

• Federal aid to die colleges of pediatric asdldm (based on a^ 
capitation contribution authorized by Congress for health aanpov^r) ls> * 
relative^ly sMll. Moreover, the last act , authorising federaUfunds^ 
for this purpose expired on June 30, 1974; nev legislation bA no^t yet 
been enacted. In 1973, the colleges had to sue the Federal GovenMtnt 
in ordes to' obtain all of * their capitation funds |>ecause half of the 
funds appropriated bf Congress were inpounded by the Fresident. 



oth 



It -is apparent that unless die five private colleges Revise nev 
asans of financing ^ir operations, sobk mst consider dosi^ and 
others, in otder to survive, irill nost certainly have to reduM t)ie 
^lity of education they provide. At best^ ths butloolc for survival. 
Is uncertaii^. In fact, in receii^ years the Federal Govemiwnt has 
substantUl grants to help allevUte*^ the financial distress of 
of the five 'colleges. 



Scmt tijmt ago the Aaerican Association pf Colleges qt Pediatric 
Medicine began to consider th e co n cept of a deferred cost of j^ducaj^ip^ 
plan vhereby studentu of pediatric BMicine could provide a/tech li^^r 
proportion of *the funds required thma in the past for their training 
not during the period of their *profe^j^bnal study but, Initead, after 
they had graduated and were estahlisnPin practice.; T^Association 
felt that such a plan» when coiri>ined with the tratfitlAi4l nethods of 
financing J>eing eaployed« could aeet all of the education costs, of the 
pediatric sedical colics. ^ ' ' 



/ 
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The concept of deferred tuition to cover eduction costs 
a new-one«^' Variations of this idea have been p 
reexanin^ ovi^r the past 15 years'. As parcel 
however, the plan would differ ^ron other pro| 
posed or put into operation in two ways: 



is not 
and 

by the Association, 
m that have been pro* 



1) 



The plan would provide for the 
real^cost of the educatitm prov: 
of podiatrlc nedicine by deferring 
notxoyered by federal, state 
inveptaent Incow, fees for 



itlent 



funds, Mjoi ^^jiMsonable chargM for tuition. 



of the^ entire 
die 'colleges 
entire balance 
prjLvate' contributions, 
csre, ^sea^ 



2) The plan would include All/die 
involved in die ^rpfeisioi 



lucatlonal institutions 



An additional benefit of. tl 
ab|Lllty to education progrsMs ol 
collegftt of podiatrlc siedlclnA^ , 



plan /Would be its potential applic* 
odiev health pcofesaioiis. If ^ths 
luld .Inpleaenr the plan as a pilot 



obwtlon. it ■Igfct aerve — « prototype for funding the profeMlonal 
education of other fro«^ iflioae graduates have potential high proftii- 

in Mttdi 1975/ the ABSociettMn "ked the Acededy for Uiicetloael* 
Derelopwnt (« nonprofit corporation specializing In edn^ion plam^ing 
report preparation^ «nd action plan dcvelop^rt) ta eraj^l^e and de- 
velop tlie idea further and to turn concept into an action progjTM. 

In the request for this study and for the d^elopacnt of an action 
program, tl^|^|xecutlve Director of the Association said: 

, He believe that this study is critically needed 
' * because the f inadcing of profea»*wi«^ health 

education in general and profe<sioi£al podlatric ^ • 

education in particular is being severely chal- , 

lenged on al|L sfd&s. Today the colleges' of 

pediatric aedicine are reporting depleted^re- 

serves, increased debts, deferred payables, 

and growing operating deficits. Their financing • f . 

situation is critical, new approaches are clearly 

called for, soi^th^g mist/be done to undergird 

the financing of these colleges and to assure 

treTr "vtabtltty-^" the-fttture — ^ 

* * * * < 

Funds for the study and <he preparation of the report Vere pro- 
vided to the AMClcan Association of Colleges of Podlatric Medicine 
hy the Burean of Health Wpower, Health Resources Ad-inlstfatlod of 
• the Public Health Service!. Department of Health, Education, and Wei- 
fare. The Acadeay f or Educatlonat DevelopMnt.was appointed As 
technical and professioiaal subccmtractpr. 

The procedures following during the stuily outlined Jin Appen- 
dix J. ' , . • \_ 

• • • 

In Novenber 1975. Dr. Janes Bates. President. of the Peansylvania 
College of Podtatric Medicine. predent«d the plans prepared by the 
Acadei^ to thi SubcoMlttee on Health 6f the CdMlttee <m Labor and" 
Public Welfare, ttiited States 'Senate, at a hearing on health aanpower 
legislation. In mklng his presentation Dr. Bates saldl 

The funding needs for our colleges' are so large 
thft only by ln<^feasing capitation support aany 
fold could the revenue shortfall be set. Secpg^ 
niping-the l^>racti^lty. if not foUy. of auch ^ 
.il<^coaendatioa. «c have looked ela«^ere ^or 
thli lieeded additional funding. The only other ^ 
I • reasonable source available fist such wibatantlal 

snar is stude^ts th^HMC^ves. . . 
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We have Uentlfi^ five Ulstinct approaches for 
accoBpllshlng the goal of students paying hl^r 
tuitions ifhlch are available as revenues to col- 
leges ciurrently but deferring the pttyMnt until 
after they graduate ^and enter practlte. We sub - 
tflt one of these approaches to this Subcomftlttee 
as a strong reconmendatlon for; Inclusion In ^ 
health manpower legislation nov under cdnsldera- 
tlon. * * ^ • ^ 



Our. proposal simply Is'thaV, through f^eral guar- 
antee of lo^ns from the private sectd^ to students 
of podlatrlc medicine » financial p^lema lEaced by 
students are eased vhlXe, at the imlt time, col- / 
leges can raise tuition to fund il^i^therwlstf un- 
funded cost of education. Thls^/tpbreover, .Is 
acc<»ipllshed with virtually no jpli|tlay pf federal • 
dollars. /t 



Late In November 1975 Dr, David Mathews, the Secretary of Health, 
Education, and Welfare sent to Congress a draft of a proposed bill to 
amend the health manpower statutes wlith .tespect to conltments for ' 
capitation, construction 6i education fapilities, loan^ to students 
enrolled in health professions schools, fete. In transmitting the , 
ilraf^ of ^he ^dminidtTatlon^B bill 't<> ^ongreBSv^ecretaTy.rl!Khei^8"^sa 

The draft bill would shift the emphasis of federal 
support from merely increasing enrollments, to. ad- 
. dressing national specialty and geographic mal- 
distribution problem^. 

'secretary Mathews" then went oi tiJi say that: 

The present la^ authorize^fiihe De'partment to make 
^pftatlon grahts to schools of inedlcine, osteo- 
pathy, and dentistry (MCM) stfaoola), schools of 
y0terinary medicine,' optometry,, and podiatry 
(VOP schools) j and schools of ^pharmacy, at a speci 
fled rate perjeivrolled student As M condition 
for receiving! thesAfl^ntjL* recipients are 
• to increase enrol ImtoUT'^^ to undertake projec 
in three of nine Jlpecif led categories. 

The draft billL* would elflalnate capitation 

, » because their tralninf^ pro* 
ominaiftly undergraduate* In ^ture, 
icialty^and geographic dtat^bution 
:es have not ^aen shown to be a 
it would phase out "ctBltatton - 



sphoels of 
grams are pre^ 
and becauae 

of their 
problem. 



phtrmacyi 



gradfpftt 



Further, 



* Imphaala supplied by 



the study staffs, 



4^ 
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support for VOP icbooli .* As with phaxsacy, no 
natioMl shortag* tes b«en dcMmstrated, nor are 
thar««ubttantlal iiwcialty and gfcofraphlc dis- 

...ibtttion proibleM irlth ratpect tb VOP graduatet . 
VOP authorizations vould be liaited to the follow- 
ing proportions of amounts actually 'granted for 
th* academic year 1975-1976: 



Academic year 1976-77 
Acadeoric year 1977-78 
Academic year 1978-79 
Academic year 1979-80 



100% 
651 
35X 
0 



. I 



. Senator Edward Kennedy introduced thr draft of the Mil submi^ 
by Secretary Mathews as 827^8 of the 94th Congress and said that: 

, I as' <lelighted. today to introdiice the adminis- 
tration's health manpower legislation There 
. are, however, certain aspects of the a dministra- 
tion proposal which i cannot support ^* 

These Include ; 

Umi ^haseout of jcapitation. fbr schools of veter- 

. 4^m^\nmAW^ntk] o^^^ometrv. podiatrt. aodr phapnacy. ^ 

These' schools provide laiportant practitioners for ' . 
'. ^AmeKica's health cat* system. 
' \ , 

The Federal Government has a responsibility ^o 
, continue to provide, in one' form or aiiother, »up- 
-^^ port for their training activlti*s. 

In Deeenber 1975, after a nunber of conferences wltl^ sta^f mem 
bers of congressional coonittees and In response to an in^ry, the 
American AssotUtion of Colleges of PodUtric Medicin^ advl.sed the 
Senate Sid>caigmittee, that:' 

• . - • 

We ask that the government provide a~ibarantee of i 
r loans for students in colleges of podlatjic medicirte • 

in amounts necessary to covar tuition, fees, and 
, living costs as contained in p«dUtry.'s testittpim. 
As a quid pro quo , colleges of pediatric medicintt are 
willing to forego ^pitation authoriaatlon If one of 
the following is incorporated jtn the legislation: 

An authorized amount oi at least $1; 5 «inion 
annually ie contained in that leslsUtlon 
for the purpose of repBying>P«« for graduate* 

* Kmphasis supplied, by the sCud^ sttff. 
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af colleges of poiiMtrit mfedlclne in return 
Jor their prftc^i<^lni^^tx)dietric medicine In 
designated tinderserved areas, provided, hov-' - 
ever^ that sjjch appropriated amotmts , ^or Uytb 
repayment shall he apportioned ^s though they 
w^re capitatioa appropriations (subsection (c), 
p. 7l\ H.R. 5546, Report !to. 94-266). Altema-' 
tives to this* proviso coi|ld be- that the amount' 
authorized for loan repayment be made an en- 
titlement or by some other means funding could 
be nnade secure frxm tl^e whims of an Administra- 
tion. 
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2) Annually, ^tlonal ljealth Service Corps scholar- 
ships are made availa'ble to students df podiatrlc 
medicine in the saaie ratio to tptal enrollments 
of colleges of podiatrlc medicine that National 
Health Service Corps scholarships provided to 
students of medicine, osteopathy and dentlftry^ 
bear to the total ^enrollments in schools of 
dicine, osteopathy, and dentistry. 




An TnteKiTt siib¥idy for slich^^guar^^ 
to students of podiatrlc medicine is paid by 
the govaonmient to the entity providing the loans ^ 
thu^ reducing the, amount of Interest accruing 
> ' ;^ fdr student payment, the amount of Interest sub- 

*'^sldy being the difference' be tueen the rate of 
« interest charged in the loan contract and. the 

prime rikt^f mechanics for making such determina- 
tion to be astablls^ied byvragulatlon« Such In- 
terest aubaldy shall terminate at thm tine re- 
'payment commences on such loans by graduates of 
^olleges of podiatrlc medicine « 

It should be mada clear that capitation is the only 
health manpower progrfn wfalcb colleges of podiatrlc ' 
madlfclne/ herein are* agreeable to sacrifice in return* 
fq^ guarantee of student loans. Other prograMi..such 
as construction, special projects ^ financial dlsSHss, 
start-up costs, and even studjtnt aid ufalch ara provided 
for the other VOP profesaiona would be eiqpeeted to be 
available to colleges of podiatrlc medicine in like ways 
and fmounts. 

We are hopeful* tha^out proposed concapt iiitvolviiiK atu'^ 
dent loans ckn- be i^^eorp^xated in the ^ena^> healthy 
manpower bill. If it :ian*t» wa ap^r.to hav* m Altar- 
nativa but to iuppo(tt thao^rsviaici^ of .1|L;^546 lihieh 
ptovidea fcayitation^or podiatry at 




* ' Appendix J • * . ^ 

. , -• 

Procedure Followed in Conducting the ' • 
Study for the American Association , , ^ 
of Colleges 6f Pediatric Medicine 

~ • . ' • .-. 

' In conducting the study on the financing of education J» P«lJ**'i^. 
mediciS. in preparing the report bn the deferred 'cost of education 
pUn, the study staff found it was necessary to: 



• Determine the Went of the need for new sources of 
financing for «i«^lleges and the students. 

# 

• Seek a means or mechanism whereby students would be 
.able to pay^the increased-eosts of education 

expected to be involved. - , . ' 

' • Focus oh the practical ptobleniof how to establish a 
ilnancing plan that would permit the colleges to con- 
tinue to operate as viable providers of high quality 
- education and, to the extent they wished, to ranain 
" privately operated and^ Independently control led ins t i- 
tutions. • 

vti, e Take into account, but not be bound by, the •^'ijf^ 

of seven major national student ^oan programs established 
. during the past tei^ to fifteen years by or U a.re8ult 
of federal legislation. ♦ / / 

Although not. all of these programs involve 
» students in the health proffsslona, the^ 

staff examined their operating ^sults . ? 
closely -iff order to^determlne what could, be 
learned from them and whal could be adapted ^ 
— for the plan for t>odiatric medical students. / 

. Determine (through a series of interviews and a wr^jy) * 
the opinions and attitudes of- students currently enrolled 
. V V in the col iwes of podUtric medicine. 

Tto staff used student opinion as a leavening 
agent in the study, recognizing in the process 
the broad diversity pf ntudept interests «nd 
personal aituatlons. Although a cdnsw»ua of 
view, did not averge from the liitervleiw., .t^ ■ 
staff believed that student observations wet* 
indicative, ofevertheless , of ditectloi^ to be 
considertd. ^ 



/J" 
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Picoyide in the plan to Ije proposed i(dequate support/ 
^or the three main mid slohs of the colleges 4»f podia- 
trie medicine 9 ubich are:. • ' * 

. ^ ; * . 

- education of sttidents to the first profes- 
s<.onal degree, graduate add undergraduate 
degree s,^ as' wffll as* continuing education 

' ^pr practitioners; > 



research in the advancement of profe-ssional 
knoirledge<^ (a mission that to d^^e has been ^ ^ 
almost nonexistent* due to lack of money);', 

' ptbvl^to^of ddtomunity service^ to the extent,^ ^ 
^ ^ pos^le with the finances availAble^L^ 

* With the^e several objectives in- mind, the study staff gathered 
as much information as possible about the financial situiitloh cff the 
colleges and , the students, now and for the next seven yeArs, analyzed 
this inforination, visited each of the five colleges of podlatric medi- 
cine a nta&^r of, times and consulted with numetbus edtjcators, research 
ersr, businessmen, and government- of ficlals experienced with respect to 
loans to undergraduate, ^graduate, and professional level students. 



iHKring the cojurs^ of its activities' the Academy's stiidy staff ^ 
carried oh visits, interviews, and meetings with and obtained infor- 
mation from nearly 40.6 people. Many were visited or interviewed more 
than once by separate members of the stud^ staff, 

Earjy in-its i^ctivities, the study staff found that the statis- 
tical tabulations at govermiieQt agencies and at the colleges would not 
prpvldi the Infotmation required. Therefore, the study staff: 

coodiictred a^survey of all of the colleges offering . 
: * . ^ p<X}'iattic.iMl^l education, designed to provide 

cortptribie Aata (historicallVj^^^ for the 

\ next sey^n years) on the numMr of students enn>lled, 
the number ofe'facultyV the numfeer^ of degrees and 
' Veiltji.f icate% granted, -ifsset^s and debts, operating 
'^ ^tecefpts and expend ttuipes, construction expenditures^ 
- etc'. ; ^ \ * " . \ 

• ksked^ the eollei^s to survey^ their students la order 
. ta determ).|ifr ^tl)|a /amount of del^t ^obligations students 
t)ad atireiMiy. liticiisred an^ from which sources, and how 
aUch datft stndeqts expected to intur by the time 
. ;..t*key frad^^ ^ ^ 

\ . e -^i^^^' V^t^y^ sevep natl^nal loan programs that 

provide governMnt ojf goyerment -guaranteed loena for 



students, to d*temine coianon factofs and experiences 
and to assemble the vatious legal document being used 
and the rules and regulations that have bien established. 

The study staff prepared a series of staff papers for and met 

r*«,l.rlv* Sith the Project Director (the executive director of the 
3 %^s:icUa:n'of 'Colleges of ^odiatric Medicine) and ^^h «^ers 

of the Mvisory Panel, to gain input from ^^/'i*""" ^"J^JJ^^ , 

elicit coimnents on the material prepared as well as on the ^i^ectlon 
of £he study. Midway during the study the staff prepared a draft of 
theS^ JoseJ Deferred Cost of Education Plan. The draft was first cir- 
culaSTfor conUnts to. members of the Fanel. and then to: 



representatives of govertment agencies involved in health 
manpower -planning, including those. at 'be^Diyision of 
Associated Health Professions, Bureau of Seal th Manpower 
(Health Resources Administration) , the Administrator of^ 
the Health Resources Administration, and the^ssistant 
secretaries for Health and for Planning and Evaluation • 
at the Department of Health, Education, and Welfare; 

staff members of congressional committees concismed 
wtth^ how *o--solv«~±he.^irablemS- o^^ P J*?" - 

ning and the financing in t^ie future of professional 
personnel for the health fields; 

organizations and agencies conct^ned' generally vj^h the 
problem* of 'student loans (such as. the American Banke« 
Association, United Student Aid Funds, Inc., the Student 
Loin Marketing Association, ; the College Entrance 
Examination Board, etc.); 

a number oiE individuals especially knowledgeable about 
student loan matters as a result of their previous posi- 
ttons in govertment agencies or their connections with 
student loan activities; 

0^ 

representatives of a nunb^er of other health professions 
. coS^em^d with tlie future need for new financing' programs 
for their students. 



This review process resulted in nWrous comments and observations, 
^ used to complete detUls of the P^"- .Tbereyiew 

^.s. also resulted In the^development of a n«ber of alternative 
kpproathes to achieving the objectives of the plan. 

V HeetiMs were held with^e Project Bi"ct^r In P^^^J^^^J^ 
.phonic least once a week, but sonietlmes daily. MjJ'^iyj*-"^ 
AdSJTory panel were huld on April 15, 1975. August 12, 1975. 
Niwember 24, 1975, and ^ibyuary 2, 1976. 



tele- 

th the 



201 




During the period lloveaber 1975 to January 1976^ (as the study 
staff proceeded to prepare the final report In accordance irlth the teras 
^ Of the c<m tract iilth the Hi^alth leioatciis Jt^^ of the Depart^- 

Mnt of Health, Education, and Welfare)^ the^details of tha plan vere 
discussed by the Xssociatloi| and the st;ttdy ^Irectot with various Federal 
Government officials* 

These discussions provided further Input to the study staffs' , 
activities hut did not change the ba^ic characteristics of the proposals 
that developed fros the study. 

• In February 1976, a draft of the entire report was reviewed by the 
Advisory Panel with coments being nade for inclusion in the final 
report. . 

^ ' ' \ ' * , ' ' ' 

Throu^out the study ^ the "staff had the b^efit of the advic^. and 
counsel of the prograa of fleer at the Health Resources Adalnistratlon. 
He attended all the meetings of the Advisory^ Panel and received^ copies 
of staff papers as veil as the periodlj; written progress repor|:8 
provided for in the contract. 



-I V 
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Appendix K 

Questions and Answers, About th^ Proposed, 
Deferred Cokt of EducaUon.Plai 



Question 



LPlan 
/ Answer 



/ 



1. Who could borrow under the 
plan? 



* 2. Would any students be ex- 
cluded from the plan? 



3, How much could be borrowed? 



4. How much'Of the P^V^ ^''^dj^^ 
guaranteed? / 



How much would the allowance 
be for books, room, and 
board? 



6. Would a determination of 

/ ' financial nied be neceijaarj^? 

7 . Whin and where co^ld the 
'borrowing be dom? 




Any ^student matriculated at a ^ 
college of pediatric medicini 
in a program leading ta a de- 
gree of Doctor of pediatric 
Medicine (DFM). 

Yes; graduate students and 
undergraduate students enrolled 
In other than the DPM degree 
program. 

• 

A maximum of 100 percent of the 
cfst, rounded to the nearest 
^100 -of tuttion^nd ieea^ plufl. . 
*an allowance for room, board, 
and books for each academic 
'le^. The *cost of borrowing 
if (tfcclBftula ted interest and other 
^^a^ges) could also be included 
fthe amount borrowed in suc- 
^ssive* years. * 

One hundred percent of the 
amount borrowed plus the cost 
of interest and other charges. 

The amount, fixed by regula- 
tion, would be based on the 
estimated average cost at eachw 
college for an unnarriedf stu- 
dent. 

Not for this plan. 

Loan applications wduld be , 
initiated' at the besinning of 
each academic term at the 
student loan office of the 
college > 

(co]/tinued) 



« 
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Appendix K 

Questions and Aitswers About the Proposed 

Deferred Cost of Education Plan 
1 (continued -2) 



Question 



Answer 



8. ^ Would co-*signers pr collateral 
' be required? 

9. What would be the terms of ire- 
payment (either by the govern- 

, ment or in cash by the student)? 



10. What would the interest rate 



11. Where would repayment be made? 

12. Where would the loan, funds 
come from in the firs t^ place? 



Three equal installments at the 
end of the first, second, and 
'third y?ar following graduation 
with a DPM degree or completion 
of an approved residency pro- 
gram. 

-* . • 
Three percent above the thfeee- 
months IJ,S. Treaisury bill yrate 
of interest as certified. by 

the F^«Jcal Refiferve Board on 

the date of the loan. 

• ' ^ 

At the office of the lender or 

the agent for the Icftider. 

From insurance compap^s, .banks, 
{tension funds, etc., separately 
or working through an organiza- 
tion such as the United Student. 
Aid Funds, Inc. or an* entity 
^'such as the Student Loan Market- 
ing Association which fcould 
raise funds in the open 
market. " c 



13. What Vould be the maximum 
debt allowance per student? 



14. Would there be a grace vperiod^? 



V 1 r^> 



The total /amount of tuition, < 
room, /boifrd, and books for all 
prof/es^s/onal education leading, 
to /Ch4^DPM degree, plus in- 
tere4t and other borrowing 
rts. 

The flrst'ailnual payment 
would be due at the end af «the 
first year affer graduation 
or completion of the residency 
program. 



(contilnued) 
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Appendix K 

Questlona and Ansmrs About the Proposed 
% Deferred Cost olE Education Plan 
(continued-3) 



J 



Question 



Answer 



15. Would any perU>d6 qualify 
for defeihnentrof loan 



16. 



paTnents? y 



Would the student have to 
p^y interest, and Insurance 
costs as they vere incurredl 



No, However, Congres^ould provide, 
if it wished, that j*^ice in the 
National Health Sefvice Corps or 
active duty In the Military services 
would qualify as accept^le service 
for which t;he uis. Govemi«it would 
xepay all or a portibi^^of the in- 
debtedness incurred by the stiident 
under this prograa. 

Yes; however, the student could 
pay annually and add the cost to 
the next loan« In effec^t, /then, 
^he -charges wouli-' 
and become due at the sami time 
as the principal. Alternatively, 
the S&vennent might subsidize 
interest paqpents durln|v the 
school yearly, Baking anJual pay- 
«ent8 to the lender if Mmsresd 
» ifished. 



17. What would be the penalty 
for failure to pky # IcNftn 
installment when due? 



/ • 



A fee would be cbargedr for pay- 

ents- not made within^ tan days 
of the due date. A yMcood fee 
^pould be charged for payments 
overduir by 3Q days/^ After 90 
" ^laylf of Mioopaymantf^ iMn would 
be la default status and the. 
borrower would be cfiarg^ fat . 
coUection efforts, oo^ cdits^ 
'^etc. ■ , . 



18. 



Would, th. plan allow Wrmring 
for c6«t« Incurrod during 
roiidMcy or for Mttlng up a 
^p^^loptft^ctj ■ 




Mo. 



(coati|itt«l) 
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Appendix K 



Questions and Answers About the Proposed 
Deferred Cost ^^ucstion Plan 
(continu^^) 



■■ — 








Question 

— ■ i — ^ 




V Answer 





19.^ When would the students in- 
form the lender and the govern- 
sent of their decision to serve 
or not to s'erve in a shortage 
area as contracted" f of*ln the 
* original agre^ncnt? *How would 
this be done? 



20. Would the plan include prov i- 
sions for forgiveness in cases 
^df extlf «c ttnanciat hardship 



7 



A fora for declaration of inttotion 
to serve in a designated shortage 
are^ to be provided by the govern- 
sent would be filed by the student 
at least six months in advance of 
beginning the assigmient aAd not 
later than six aonths after com- 
pletion of residency requirements, 
or after graduation if an approved 
residency program were not under- 
taken* 

No. This is a contract plan for 
services, ^owever^ Congress could- 
p ro vid e forgiveness excaptioaa~4f^ 
it wished. ^ 



21 • Would students be gxiaranteed by 
the contract with the U«S. 
Government the option of repay- 
ing the education loans incurred 

O under the plan by service in / 
an under served area? / 



22. Would scholarship funds be 
needed in addition to >he 
loan plan? ^ 




Yes, according to the plan as 
proposed; hovever. Congress ^ 
could choose to omke asutller 
cooDitment on paying^^fw podia- ^ 
trie medicalySMvfces, in which 
case the piM ^Wl^ be re^^sed 
to extend /be detloi for cash 
' repayment/ by we sjtudent« 

Probably « ' The plan does not 
provide funds beyond tb« amounts 
for tuition and fees and an ^ 
allowance for books, room, and 
board. Thm moat needy students 
or those with dependents might 
mot be able to cover other 
fioancial meeds or forego earn* 
ings Aile in school. Some 
scholarship funds might be 
^iSeded,. therefore, to meet the 
natiomal ^Jectlve\of eqaallty 
of educational oppottuntty^. 



A^peiadix K 



Questions and Answers About the Proposed 
Deferred Cost of Education Plan 
(continued-5) 



Question 



Answer 



23. Vould the plan make any special 
provisions for hi^-risk 
students, i.e., students who 
■ight not be able to complete 
their podiatric medici^l educa- 
tion? -V 



24. Would U.S. Government appro- 
priations be required for 
thi< p lan? ^ ' 



25., Would the plan cause the 
^ colleges to reduce. their 
efforts to raise funds from 
other sources? 

26. What would happen if too may 
stodents were to sign contracts 
for service in tsndersenred areas, 
or if Congress would went to 
spend t%MB mamj on a coHiit'^^r- 
ll^po^Str'lc flMdieal *^ 
krrlcM? ^ 



No. However, to the extent that 
equal opportunity for students 
with less than adequate priepara- 
tion and capacity i? a national 
objective, they would have to.be 
financed by, the U.S. Government^ 
perhaps ttiroxigh grants to the 
colleges for providing^ remedial 
work. 

e' 

No^irect appropriations would 
be required for the costs of 
education ^ However, It is ex- 



IfecAed jtha^ f fde_ral_ £uMs_ JWttld^- 
be provided- for: (a) repayment 
of loans in return for the pvo« 
vision of podiatric medical 
practice in underserved areas;. 

(b) repayment by the government 
(as guarantor) of loans on which 
students or graduates default; 

(c) administration ^6 f the 
goveronent's Involvement In the 
plan as guarantor and as con** 
tractor for Mvvice in sh^tage 
areas. ' ' i ' 

No. The coLleges would still 
need funds for construction, 
research, and developmient of 
ancillary programs*. 

Congress ^mld a^ily linlts by: . 

e accepting a limited number 
of eontracta >m a^flrst-i 
f Irat ■ aeg f iij l 'l>asia ; 



luting ^ amount of loans 
tfhat'cooUr be rtepaid for 



o 



Appendix K 

Quf stlonfi and Answers About the Proposed 
De£«pre|l Cost of Education Plan 
(continued -6) < 



Question 



Answer 



26. (continued) 



27. Wotjld the plan conflict vlth 
the usury lavs in the various 
states? 



service to perhaps 80 percent, 
or to a fixed dollar limit; 

• limiting the plap to tuition 
and fees only, etc. 

*Not4^1ikely. For further details 
see Appendix 



28. Would there be a limit on the 
amount {of tpition that could 
be changed %y a college? 



29. Hov could the plan protect the 
goven^ent and students against 
* the colleges' increasing 

*tuitibil precipitpusly? 



/ 



/ / 



Not required by, the plan, but 
Congress could impose limits if 
necessary for prudent aita'inis- ; 
t rat ion. 



Cc4gr( 



ress coui4 limit tuition 
increases (as a requirement for 
participation by the atudent of 
any particular college in the 
guaranteed loan program) hy 
establishing, for example: 

/ a maxijpimi osiling on the 
^ amount loajied for tuition; 




a maximum percentage rate 
of anmkl increase for m^di 
loans could be -made; 

a pertentage Intreasm rate 
• biimi on ^nffss in die 
wtionsl Iniex in the cost 
of. living. ' ^ 



Alternatiirel7> the go ve rnment 



fcoat i niif d) 



■ 
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Questions and Aasvers About the Proposed 
Deferred Cost of Education Plan 
(continued -7) 



^ Question 



Answer 



29. (continued) 



30. Hov does the proposed plan 
^ . differ fros other student 
. loan plans? 



could ask (he American Podiatry 
Association to establish a 
Tuition Policy Comlsslon to 
make recOBBendatlons on maximum 
tuition levels. 

By providing for a Federal 
Goverment repayment of the 
loans of graduates vhlch cover 
a la^ge part of the total cost 
of professional education In 
return for the' professional 
se rvices to b e provid e d* In 



^-UfldftrMrved areas. 



31.. Is tiiere any* assurance that 
lenders vill provide the ' 
amount of loan funds needed? 



32. Would atudents be villlng to 
bbrrov the large amounts 
, involved in the plan at the 
relatively hl^ rates of 
Intereat proposed? # 

/ * ... 



V* 



Not until a f inal assassiaent I s 
made to assure that the loan 
terms and conditions vbuld be 
favorable enough to Induce 
lenders to participate to the 
extent drcessary. Arrangementa 
need to be explored ilso for the 
establishment of a'seicondar^i 
Mrket fhrougli ail organization 
such, as tiie Student Loan 
Marketing As8oclati<m. 

A large majority of the stifdentsr 
have indicated support of such 
a plan. Msiiy student^ Imlicated . 
during the course of the st^y 
that tiiey vould use any means 
iivaiiable to financa their edu- 
cation because they have nd 
eitetnativea« The repayment 
by servtca option vill be in- 
struiiental: in the itndenta* 
decisions to borrov under the 
^lan. 



(iiontlnued)^ 
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Appendix K 

Qufstiotts iniM^svers About the Proposed 
Deferr^d^st of Education. Plan 
' (continued-8) 



Question 




Answer 



Is cash regayaent inf^ three 
years a real option/in phis 
plan? 



35. 



Co\ild the life indurance 
-Jeature JUtcludj^ In Jihe 
plan be continued after t^e 
student repays the loan? 

What percentage of the ^ 
principal asKmnt ttbr rowed r 
wouU^ be added ^to cover thd 
full cost bf/bdrTf«rini in- | 
eluding Interest » insuran(^^ 
and other fees? * 



For some students, no; for 
others,' it is. Obviously, the 
objective is to bias the stu- 
dent's decision so as to favor 
service in shortage areas. 
However, longer; periods for re- 
payment in cash could. be pro- 
vided if the govenunenf deems 
service in shortage areas to 
be of a low priority. > 

Yes , ^^onverslon privilege 

cauld be_ i?u:prppi?ited^in th^^ 
life insurance poii4>* 



The rate of interest would be 
three percent above the three- 
month^ U.S. Trea'&ury bill rate.. 
Other borrowing costs wpuld.;^ 
a»Q!unt to abb\x€' iyio percent 
of^flie Ipan bajjmce ^outstanding 
e£ch year. Stud^ts could be 
expect^ to add acctomilated 
borrowing ^^osts to the amount* 
of new loans taken in succeeding 
year^. .* 
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p 

CoiV«rl»<m of rivt n*ai for FHuwctat Po4Utrlc Htdlc*! Educttlon 



4 



kStm 
civs 



" tMMJklixig Ace loot 



r«d«ral IcgUUdoii co provldt'D.S. 
GovcroMic guarancM of loans co 
poAiACric ftWlcoi sc\»4«acs vbo 
concrscc to sonr* In Sin4«rs«rvjKl 
arsM afcor irMuscioa Moi rscl* 
dcacy. 



Fsdsul Uf^^c^*^ co'pro^i^* 
oY«nvp«rlod of five yw V bIX* 
lion CO cho coUogos of podUcrlc 
^•dlclns, in llM of copltftClon.^ 
graact, co «Mbl« tbmm co cscob* 
Ilab a Coll«s« Sacuricy fund. 
Th%— funds, vhcn dspoolcad vlth 
• prlvacs '^gua^^ncor" ortaolMCion, 
such as Unlcad Scudsnt Aid Funds / 
Inc., vMiii aseabllsh a $ 70 nl Ulg». 
ravoinas l o a n . t wd . — f?wi itfiMC 
(pro-racad according co aarollMHC) 
would ba wvailabis co aacb callags 
for ioaaa co ics scudancs. 



SlAlIar CO Alcamaciva Plan #1 ax* 
cape chac cba aaounc &aada^ co 
ascablisb cha CoIIaga SacKitUy 
Fund would ba ralsad froa'prlvaca 
^danora, foMndactoaa, scac a g ov a m* 
vaacs, and fro« Incamal oparaeioos 
of Cha collagaa. Coaclnuaclon of 
^o^pi^^ioa^fran^a^^ tha f ada r al 
Oovanaaac vould ba daclda^ 
aaparacaly. 



Sci|danc eiiblhiliCT 



Cvary acudanc anrollad In 
doccoral (OFM) dagraa program 
ac a collaga of • pod la eric , 
•adiciaa would ba andclad co 

Chi p 



borrow undar 



plan. 



Saaa ap Ka^o—andad Plan; bov* 
tvar, if Cba anounc of loan 
funds aaadad In any ssaascar 
w^a gfaacar than cba aaounc 
availabla In cba Collaga 
SacuriCT Fund, cha «loa&s would 
ba' aada co aaady sCudancs flrsr 
*ln cha ordar of cbalr higbaaC 
prloricr- 



Altar i- 

civa 
Plan n 



Alcana 
' clva 
Plar. *4 



Saaa aa KacoiMsndad Plan 
cvar, if cba aaounc of loan 
funds aaadad In any saMSCar 
■^ra graacar than Cha aaounc 
_availabla.JA^ cha^ Cgliafa 



Sacurlcy Fund, c^ aaounc of 
cba loana nad^/to aafh scudanc 
woul4 ba rad(icad pro raca . 



Fadaral lagial^cloa co aaand cha 
Guarancaad Scudanc Loan PrograR 
wlch raspacc co haalch profasalona 
scudanrs aa follow: I) ralsa cha 
boirrowUg llalc ca $25,000 (froa 
cba $10,000 aaw axlscing, whlcb In- 
cludaa Ioaaa iactitrad for undar- 
graduata aducaclon); 2) ralsa cba 
mttimm met of Ucataac ^hwiaabla 
CO scudanci ca tX <fra« cha praaanc 
71) ; 3) lacraaaa tha Ypacial allpw- 
anca paid by cba U.S. TtaaMry on 
GoatMCaad Scudact Laana trom tte 
ptaa«»t aaslM af 3X co a aaxlaua . 
af 4X; and 4) a&caad cht vraca parlod 
ca chraa yaara (f ro« cha. axiatlM 
aid r«ar af car cte ^tzmm eaaaaa 
b« a faU-clM at«daac) U ardar 
ca aUaw 
c raising 



mu-Ciaa acvaaaci im araar 
r aaaugb .^iaa for ratldaacy 
; and aaca^ll^kiat praccica. 



radacftl iatUUclM ca 1) ralM Ua 
toTTCvlM oadttr tlM t«al<!li 

PlifMalaM l€iada«c LMft Ptagra* 
ca a jLtiiM tf 17,000 par acadai^ 
PMT/ar CM mmmt •t li«a»eUl 
MiA, wiaafct»tc U Iam; 2) lik-. 
araltM a u b fl a tUll y tkm Mada : 
fmOa: M iMtMM .U* graaa / 
••rlsd ca ci*M pMv« Utm cIm 
aCMiiiC fTAteCM etMta (• U 
dMUii f«U«ciMl Md 4) aaca^ 

liHi Biia'fr^t'd*^'^'**'^'^^***' 
ca ba taM i» dM mrni ta 
MMnc at— wry mmk imm ca ea#ar 
Ua atiidaat tat a lM Mtt H aU 
acadaau aecardlsg ca ctelr aaada 
di cfl — I Vr tlMH iM da m ^ l n i M . 



Evary sCudanc snroUad in cha 
doc^cotal (DPM) dagraa prograa 
ac a collaga of podlacric 
aadiclna could borrow undar* 
chaa* orovl^iooa ac^ cha dia- 
cra^i:6n of cha laadar. 



Mas^lMia 



Aaouac of Loan 



An aaouac aqudl co: I) 
cuiclon an4 faaa; 2) 
rooa, board, and banks 
aa dacaivinad by ragit- 
ACioaa CO ba aacabllahad 
undar cha Plan): wd 
3). BccHPulacad incarasc 
and ochar borrowing ' 
caata. 



LlBltaUon 



None. 



An aaounc aqual Co 
cba coac of culCidia 
and faaa. 



Saaa aa Alcamaciva 
Plan II. 



$3,000 aacb yaar. 



Scudaaca amUad U a eaUagf 
%t yadlacrle aadUlM fat ■« 
daetaftai (OM) dafraa vlw arp 
i«iMad (aa dacandMd hy eba 
«aad« dMlytla f amU) mnU 
H MCltlad ca barraw uaitr 
tkia plaB» 




$7,000 aaeh yaar 
ar cha aMMMC U 
flMMiaX Mad, 

If UM. 



Tha aaounc of 
loan funds 
■ighc noc ba 
sdsquacs if 
all cha scu- 
daaca aaadad 
CO borrow 
cha full ' 

uac of cba 
cosC of cui* 
clon and faaa. 



Saaa as 

Alcaraaciva 

Plan #1. . 




SarwM mXy 
>at»daaca la 

flMMlAl 



dat^flOMd by 
Cha aaada 

«MlysU 
ImmU. . 
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Coaytrlson of Fiw Plans financing fodlacrlc Hadlcal Education 
/• {eonclouad - 2) 



Aaco 



Bwtad nan 



AXcarnadva Plan 



AXctrnaciva Plan ^2 




Alc^niaclva Plan ^3 



'It 



Alcfrnaclva flpa #4 



Sourca^of Loan Funds — 



Individual tanka, loaurancn co«MBlaa 
or a saparataly locorforatad covyany 
such ar Unlcad.Scttdanc Aid Fun4a, 
Inc., accint aa afant cor a group of. 
banks » Inauranca coa^aalaa, Mansion 
funda, ace, -or a aayarata coafany, 
aoch aa cba Scudad^c Loan Markatlng 
Aaaoclatlon vieh accaaa co cba 
capital narkata. 



.CrouM of banks ^r inauranca coapanlaa 
vhoaa fiada would ba adalnlacarad- 
chrough Dnlcad Studanc Aid Funda, Inc., 
or a siallar Indapandanc ^rganlzacioa. 



Saaa 0 AUamacivc >1. 



Individual blanks and ochar allglbla 
4.«»ding Inae^cuclona aa providad 
curranely un^ar cha Cuarancaad 
Studanc Loa» Pr4(raa. 



r 



Padarai approprlaclona would %m 
proyld^d to aach 9f cha collagaa 
of podlatrlc Mi|lcliM which would 
ba ra^lratf to provlda ona-ninth of 
tha fadatal ailociant lo Mtchlng 
funda. 



> Loan xnat: 



flocaa vQuli Sa algnad bj cha 
atudanCa and guarancaad hj cha 
U.S. Govaraaanc. 



A nota vomI^ ba a.lgnad bj cha 
' acudanc and br a ^^Ivaca guarantor 
organization, aucb aa Dnltad 
Studant Aid Funds, Inc. ** 



as Altamatlvt Plan #1. 



A nota would ba aignbd by tha " 
atudant and loaurod by tba Fadaxal 
Govamant a^tar having baan guaran- 
taad by a atata agaocy or an In- 
dapattdanc nonprttlt orgaalzatioa 
aucb aa tinltad Studant Aid Tmii9^ 
Inc. 



A nota would ba algnad by ch# atuAanc 
to affact tba laan agracMnt with 
tb^ coUaga. 



(canclAuad) 
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App«o41z L 

Coivtrlsofi of firm PUn. for riMaclng Fodltcrle M*41c*l EdiicAtlon 
(coticlnuc4 - » 



PUn II 



iUcanu- 
flm #2 



AUorma- 

civ* 
flm #3 



JUcorna- 
fUn 14 



Th« aoCM wouXd b««r -ch« loing 
r«c« of Incarcsc (acr cha chraa- 
ttoDtha U.S. Traaaury bUl raca 
plua thraa parcasc) . 



S«aa aa tacowandad Flw. 



t«9«r«aoc TaxM 

lacliadlng Graca Patlod 



Uj« principal. pl«« a«»Uta4 
Interaac ami othar, boTT<i«riat 
coaca vould W M7«kl* in chcaa 

•^uai a B tt w al la i fill aai ri 

vtarting ac cba and of tha flrac 
TMT afc«r ctaa tcudaat racalvM 
cba OW dafiaa, eaaaaa to ka a^ 
fuU-claa attidaoc, or cemUz— 
m accradlcad poacgraduaca pop- 
graa IncludlAg raaldaacy. , 



Saaa aa UcoMndad Plan^ 



Tha notaa irould^baar alght 
parcanc Intaraat ^a>*^'p*id/ 
hy cha acuda»c vould ^ 
■uppI«Mtad.<up CO four/ 
parcaat Ir^ddition) by, cha 
0,Sr Tfaaaury. 



Tha oocta yw^d haar iacar- 

ac chli >ftca of chraa 
parcanc par muivs. 



Tha princlpml, accuBulacad coac 
of lacaraac, Inauraaea, and aar- 
vlca fa'aa, would ba parabla la 
20 aqual annual inacallaanca, 
baglnning ac cha and of cha 
flrac yaar aftat cha acudcnc 
racalvaa cha 0PM dagjraa, 
caaaaa co ba a full-clM tcu- . 
daac, or coaplacaa an accrad- 
lcad ptfacgraduaca prograa , 
Including taaidancy. ^ 



Sua aa"U.camaclira Plan #1. 



Tha principal of cha noca a 
vould ba payabla In aftal- 
nofiChly Inacallaanca ovar a 
^parlod of fiy » 6a -tan yaar^ 
baginninf ac tha and of* cha 
graca yariod (vhich la olna 
■OQCha CO ona jraac afcar 
Worrowar caaaaa co ba ac 
laaac 4,J*lf-*lM atudanc). 



Tha principal of cha oocaa [ ^ 
Muld ba par ^ la ovar a can- 
yaar parlod U aqua! or graau- 
•tai annual InacallMoca,. 
batinn'iAg ac tha .and of cha • 
graca p«tiod (which bagina . 
SaaAUCalr -aftar tl>a buiri aw ai - 
caaaaa ta b« a fuLl^tlM , 
scttdanc). * 



KapaTMDC by tJ»a 0,S. Coirarnaanc 
For Sarrlca In Shbrtata Araaa 



For aacb gntoMf tha fovamMnc 
wodU pay — iiallj oaa^tbird of cba 
otiTfttadjni balanca of tha laaa, 
Includlm accniaA. iataras^^JB d oc bfr ; 



borr«flAt- coaca, for aacb conaacutiva 
yM^ of fuil-ttoa.podlatrlc ■ a dlcal 
practlea U a daaif»atai-i«*araarT^ . 
«raa. Tha- alnirr^ aarvlca. cosltmit 
would ba yaara. Congraaa could 
chooaa to aaka alslUr rapayaant pro- 
Tlaiona for activa allitacy aanrlca 
or aarrlca In ACTIOMr P««ca Corpa, 
VT^A, or tha National laalth Sarvica 
Corpa. 



Ohdar axiatlng prorlaiona for agraa- 
Mntb with tha Sacracary of llaalth, 
education, and Ualfara, graduataa 
could hava iip to 8S parcant of ^haUr 
loana rapaid by tha'govaruMnt in 
ratutn for up to tbf%a yaara of aarvica 
in a datignatad ^ortaga araa. Thla 
provlaion could o?ntinua to ba offar«d 
■t tha optioa of tha Sacratary. 
CongrMa could chooaa to uka al«llar 
ropayaant provlaioni fot aatlva aili- 
tary aarrica or aarrlca in ACTIOH, 
Faaca Corpa, VISTA, or tha National 
laaUh Sarrlca Corpa. / 



Saat aa AlCamaCiva Flan #1. 



Sasa aa^ Altamativa Flan #1. 



$mt aa Altamativa Flan ll« 

' 1 — ^ 

(cotttlauad) - 
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-# Appendix L 

C<MV%rWon of Flv« Plana for Fln^clng Podlacrlc (tedlcal Educaclon 
(conelnucd - 4) 



• 


Cash Rapayvtoc 




Provisions i^x Inability or Failure ^ 
to Repay tha. Loan 


Adaiaistrative Costs' 


1b$tcm- 


Iha student vouXd ba antltlad 
to rapey in cash any psrt or 
tha full asDuat of tha loan 
tofathar vlth tha accuaulatsd 
chargas md interest aa «n 
altcmatlTa to senrtng la a 
shortage area. There would 
. be no penalty for early ra* 
payMnt . » 


In ciSnJunction with tha loan a life 
and disability Ineuraace policy 
vould be issued, the face aaount of 
which vould be e^al to the aaount of 
the loan plue accrued interest^ cost of 
insurance, and serribe fees. Tha goYam-- 
mant <rould repay loans in default. 
Congress could provide for repayvant of 
-loans by the goveraaent in extrme hard- 
ship cases. 


A service fee would be added 
to the aaount of the loan to 
cover the .adalAlstrative costs 
j>f opersting the loan prograaa. 


flm 11 

. ' 

1 

* 


Sasa as RacoMMnded Plan. 


A fee equal to one-'half of one percent 
of the outstanding principal balance 
of each loan wtould be charged to 
estsbllah a guarantee ftmd in the nsM 

students. In tha event '«nd to the 
extent tha^ payaeata on defeulted loane 
•frott the guarantee fund exceeded* the 
tBDunt of the fund, payvant of defaults 
loans would be coveted by tha College 
S||^rity Fund. Each college would be 
rc*ponsible for replacing any funds 
uaad in this nannar. ■' 


Earnings froa interest on the 
eaounts deposited in the College 
Security Fund would be uaed to 
covar^the adalnistrative costs 
of opareting tha loan^prograa; 

. r 


lUccnia* 

clvt 
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Saas Am ftacoMModad Plan 

I 


SaM as Alternative Plan #1. 


^aa aa Alternative IJLan #1. 
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Ik 


Smam aa XacoaMnded Plan. 

/ 


An insuranca prsMluM of not aore than 
one percent each year oc the total 
loan aaount outstanding would be 

^ collected in advance by tha Icryler 
froa the borrovar under guaranteed 
profraae of ftate agendaa or private 
organixetions. Pull cancellation of 
a borrower's unpaid loan balance would 

J be allowed for death, pervanant tnd 
total dlaability, or bankruptcy. 
State or private guarantee agencies 

* aftd/or tlM Feidardl iSevemaaat also' 
would repey loans on which students ^ 
defaulted in rapayMUt for other reasdai. 


laoajLog uiscibUbU>naf cna 
Federal <;ovemaant, and tha 
colleges would eech bear e 
portion of the cost relative 
to their involvaaent in the 
adalnistration of the prograa. 
« 


Alcana- 

dva 
Plan n 

1 


Saaa aa lacoHiaadad Plan. 


Studenta «h6 failed to cosplata their 
health pcofesflona studies could have 
their outstairding Idana repaid by tha 
Secretary of laalth, Iducatlon, and 
Wel'fiare if thay ware la aacaptionally 
neady circuiatancea, or ware froa a 
lay incoae or disadvantaged faally» 
au could ttot ba expected to reauae 
kbidy mthln two yaars. 


"ispk coat'of 'adali^iat^riny the 
progrAa aould be (ipanced 
fViaaaily by the cdUagee out 
0 f thanUr *C yVudge t s ; 
fha F<idar(U ^^wjpnUMat would • 
baar^m p«rtioq of ^tM f^ost 
rtlati^ to lt^,adaiai«tratloa 
^ of thk prograa. ' * \ 


f 

/ 


* . 


^lU cancallatioa of a borrower's , • 
tapald loan ^lalance would be allowad 
/for death, p^maent and total dlaa* 
/bUicy, or bankruptcy. FeUura to 
irepaqr the loans for otlier raaaona 
fwmild reault in the loaa of those funds 
1 to the collAgaa and the Federal Gavam* 
aent . ■ ' 


• 

1 
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Appendix L 



Co«p«rl«oo of. Flvt PUaa for Flnaaclnt 

<eottCiflu«d 



ittic Mtdlcal Educaclon 



Plan 


Daf«?«aoc of Payacnc 


Incaraac Subaidy 
^ 


%MCOmr- 

Mad«d 


Daftnanc of piywc could ba allovad 
ac cha 41acracion of cha landXPt Inaclv 
Cue Ion and Unitad Scudanc Aid Funda, Inc., 
for raaaona chay daan appropriaca. 


Nona would ba provldad; howavar, 
Congraaa would hava cha opcion 
CO do ao. 


AXctrat- 
dvt 

flm 11 


Saaa aa Racoaaandad Plan. 


SaM aa Kacoanandad Plan. 


AXttnu'- 
Plan #2 


sasa aa Kacowanawi r m ■ 


' — \ 

Nona would ba proridad . 


Alctnu- 

civ« 
Plan #3 

- — 


laf«T«anc of aaounci dua could ba 
dafarrad during parioda of: 

a aarvlca in cha AxMd Forcaa, 
PaACa Corpa, or VISTA (up co 
chraa yaara) : ' 

a fuXl-ciaa scudy ac an aliglbla 

school. 

1 . 


Incaraac on tha loaoa would ba 
parcially aubaidizad by cha 
Fadaral Govarnaanc. Tha fCudanc 
would pay cha 8X InCaraaC i 
annually; howavar, borrowara wich ( 
adjuacad faaily incoaa of laaa \ 
Chan 915.000 would pay only cha 
incaraac on ch« firac $2,000 
cha loan aaounc uncil cha rapay- 
' "a«nc'pvrlodii«g«ir. Ttiaitflic^i — 
scudanca would ba radponai&a for 
paying incaraac iihargaa on cKa full 
aaounc of cha loan, Tha Fadaral 
Covamaanc would pay cha incaraa^ 
during parioda of dafaraanc. 


Alcanit- 

civ* 
Pl«i #4 


tapayanr of aaounca dua could ba da-* 
farrad during pariq^a whan cha' borroirar: 

a raanc«TS (vlthin cha graca 
/ fariod) an aligibla ha^ch 

profaaalona aehool for full* 

ciM study; 


Tha Fadaral Govarnaanc would walva 
cha incaraac payaanca uncil cha graca 
pariod haa andad and during pario^ji 
of 'dafaraanc. 

J 4 




a parfoTM fuU-'Claa acclva ducy 
in cha AxMd Forcaa. Nacio^l 
Ocaan Survey or U.S. Public ^ 
■aalch 'Sanrica « or aanraa aa a 
/ voluacaer ladar cha Paaca Corya 
Acc (up CO chraa* yaArs): 


* 




\ 

a parsuaa advancad profaaaionnl' 
trailing of ac la«ac ana acarfaalc 
' yaar bayond cha Cirse profa^ional 
i dagraa. iBcla^ing incamahipa and 
raaidanclW. 


* « 
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